CLES MARKET FACTORS: SHAPING UP 


f Lon AGALINE’ 
WALL STREET 


and Bo eee he ANALYST 
























EMBER 17, 1960 85 CENTS 











How to support America’s Peace Power 
with each Christmas Bonus 


If your Company is now planning employee 


Christmas gifts or year-end bonuses. why not 
make each remembrance a gift of thrift—with 
U. S. Savings Bonds? Every Bond you give 
contributes to our nation’s Peace Power; it 
represents for the man or woman who re- 
ceives it, a tangible Share in America. 


By installing and promoting the Payroll Sav- 


ings Plan for U. S. Savings Bonds you can offer 
your employees a welcome year-round gift. 
Contact your State Savings Bond Director 
for information about the new 334% Series E 
Bonds and for Payroll Savings materials and 
assistance. Or write to the Savings Bonds Divi- 
sion, U. S. Treasury Department, Washington 


25, D. C. 


THE U.S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT THANKS, 
FOR THEIR PATRIOTISM, THE ADVERTISING COUNCIL AND THE DONOR BELOW. 
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INTERNATIONAL 

| ) SHOE 
COMPANY 

St. Louis 

199TH : 

CONSECUTIVE DIVIDEND 
Common Stock 

A quarterly dividend of 45¢ per 
share payable on January 1, 
1961 to stockholders of record 
at the close of business Decem- 
ber 12, 1960, was declared 
by the Board of Directors. 


ROBERT O. MONNIG 


Vice-President and Treasurer 


December 2, 1960 

















RIO GRANDE VALLEY 
GAS COMPANY 


Brownsville, Texas 


DIVIDEND NO. 47 


The Board of Directors has declared a 
quarterly dividend of four cents per 
share on the outstanding common stock 
of this corporation payable December 
15, 1960 to stockholders of record at 
the close of business December 5, 1960. 


W. H. MEREDITH 
Vice President 


November 23, 1960 
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NEW BOOK explaining: 


INDUSTRIAL 
OPPORTUNITIES 


Treasure Chest Land 
the UTAH, IDAHO, 
COLORADO, WYO- 
MING area so rich 
in natural resources. 










Write for FREE COPY 
Box 899, Dept. S 
Salt Lake City 10, Utah 


Inquiries held in strict confidence. 
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See our next issue 
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Season's Greetings 


‘or’ 

4 f there were no Christmas we would just have to invent it! — For, in the 
wonderful spirit that Christmas evokes, we let our hearts speak for us in 
a way that heals our souls and brings joy and happiness to those around us. 


And somehow — this mellowness brings a soaring of our spirit that 
makes us think more clearly — and inspires us with the capacity to meet 
the challenge of tomorrow with strength and courage. We know, as the 
night follows the day — that with the confidence and determination born of 
faith — and a dash of common sense — we can overcome the obstacles 
that plague us as we move along uncharted paths into a new world, the 
dimensions of which stir the imagination. 


But life is not involved only with the solving of the mysteries of the 
heavens and the depths of the seas. Its main purpose is to perfect the art of 
living our lives fully and completely as human beings. And the Christmas 
spirit revolves around man’s progress in this direction. 


Let us, therefore, throw off the shackles that keep us earthbound so as 
to bring closer and closer the realization of the goals that give our lives 
meaning and make life worth living. 


To you, our friends and subscribers, whom we are happy to serve in 
the year ahead — we join you in song — and with all our hearts we wish 
you well in your undertakings and a full measure of happiness and 
contentment. 


Publisher 
@MAGAZINE 
@WALESIREET 
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Politics 


The Trend of Events 


HOW KENNEDY APPOINTMENTS SHAPE UP .. . It’s 
quite obvious by now that John F. Kennedy’s 
“New Frontier” is not going to be as wild and 
woolly as some hoped and many feared. His initial 
cabinet selections have consisted principally of 
middle-of-the-road citizens with solid records of ac- 
complishment. And the list of those being con- 
sidered for the remaining posts to be filled discloses 
that the President-elect is seeking real ability, even 
to the extent of trying to dip into the opposition 
party for it in one or two cases. This was the big 
“week of decision” for Kennedy in putting together 
his official family. The process of forming a cabinet 
had dragged on far longer than he had expected 
when he made an optimistic estimate last month 
that it would be completed by early December. 

The delay stemed from several factors — the 
thorough system of interviewing and cross-checking 
recommendations, the reluctance of one or two key 
men to accept positions of- 


business executive before he became a politician. 
He was one of the leaders in urging and working 
for diversified industrial development in the South. 
His interests extended far beyond the textile in- 
dustry. His understanding of the relationship be- 
tween business and Government should make him 
a valuable man in the post. 

& Ribicoff compiled an enviable record as Gov- 
ernor of Connecticut. Kennedy told him he could 
have any job in the Administration. He is well- 
known for his political sagacity, but even more im- 
portant is his reputation for administrative ability, 
intelligence and balance. These have made him an 
understanding Governor. His reputation for polit- 
ical moderation and non-partisanship on critical 
issues make him an unusually fortunate choice for 
the post in which he will have to deal with some 
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a 


of the most perplexing and controversial issues on | 


the domestic front — aid to the aged, school con- 
struction and legislation on 





fered, and divisions among 
top Democrats on the suitabi- 
lity of a couple of others. 

The selections of Luther 
Hodges as Secretary of Com- 
merce, Abraham Ribicoff as 
Secretary of Health, Edu- 
cation and Welfare and 
Stewart L. Udall as Interior 
Secretary have won general 
approval. These _ selections 
combined the necessary polit- 
ical reward with recognition 
of proven ability. 

Hodges, Governor of North 
Carolina, was a_ successful 


sidered, 





JUST AS WE ARE GOING TO PRESS, 
we received word that Dean Rusk has 
been appointed Secretary of State — 
that Chester Bowles will become Un- 
der-Secretary — and that Adlai Steven- 
son has accepted the Ambassadorship 
to the UN. We considered the idea of 
rewriting our story of the Kennedy ap- 
pointments and the individuals he con- 
but decided to present this 
feature as originally written because 
we believe our readers would want to 
have its interesting evaluation of the 
various men involved, who are certain 
to play an important part in the in- 
coming administration. 


teachers’ salaries. 

> As Secretary of the In- 
terior, Udall. who served six 
years in the House of Repre- 
sentatives, is a “young liber- 
al” who has won the respect 
of conservative colleagues on 
Capitol Hill. 
concern with conservation, 
Indian affairs and water de- 


His liberal stand has won the 


although he never adopted 
their more extreme sugges- 
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tions. He also has won general support from the 
rather conservative Farm Bureau Federation. In 
1958 Udall supported legislation to give Federal 
help to the copper industry, so the ailing mining 
business can expect some help from him. 

& The Budget Bureau Director, although not a 
cabinet officer, is a key Administration official. It is 
not a policy-making job, but it is a fine position 
n which recommendations can strongly influence 
volicy. 

& David Bell, 41-year-old economist and Harvard 
Administrator, has more to recommend him than a 
position in the academic world. He served in the 
Budget Bureau in the late 1940’s and then became 
in Administrative Assistant to President Truman. 
fe knows his way around Washington. If Kennedy 
vants a balanced budget — and he says he does — 
3ell is a good man to figure out how it can be done. 

&> The designation of 


> Representative Chester Bowles of Connecticut, 
once thought to have the inside track, has been 
tagged with too many controversial ideas. Kennedy 
may have decided he would be a liability on Capitol 
Hill. 

» Adlai Stevenson told Kennedy flatly a week 
ago that he wanted the job but was offered instead 
the post of Ambassador to the United Nations, 
which Kennedy promised to make a more im- 
portant “policy job.” 

& The choice of either Rusk or Bruce would be 
generally applauded in Washington. Both are re- 
garded as able career men who know the function- 
ing of the State Department and Foreign Service 
inside-out. And neither is identified with any 
particular disaster in past policy. 

»> Rusk started his career as a Professor. During 
the War he became Deputy Chief of Staff for U. S. 
Forces in the China-Burma- 





xovernor G. Mennen Wil- eURE BUS) 

iams of Michigan as As- ge 4 Prod GO 
sistant Secretary of State ™ % S 
‘or African Affair is the vy — 


me disturbing action by o ~ Bn 
Kennedy so far. It appears Pa Cainer -\ 


o be little more than a “OMTMENT 
lirect political pay-off for 
1 man whose background 
1as nothing in particular 
to recommend him for the 
job. 

It also is disturbing in 
that it violated sound ad- 
ministrative practice by 
disclosing a subordinate 
before the Secretary of 
State had been picked. It 
may be that Kennedy felt 
Williams’ streneth with 
negroes and labor would 
make him unusually accep- 





India theater. He later filled 
several high State Depart- 
ment posts with a brief 
period at Defense as As- 
sistant to Secretary of 
War Robert Patterson. His 
last Government job before 
he went with Rockefeller 
in 1951 was as Assistant 
Secretary of State for Far 
Eastern Affairs, a post in 
which he pulled together 
the division which had been 
badly shattered by the at- 
tacks and turmoil of the 
China Debacle. 

& Bruce has a long rec- 
ord of accomplishment in 
the Foreign Service. Ken- 
nedy obviously intends to 
formulate major lines of 
policy himself. Either one 





table to the new African 
nations, but there are many 
other necessary qualifica- 
tions for the job. But it 
would be well to remember 
that this is a sub-cabinet 








oa 
Change in the 


of these two men would 
make an admirable Admin- 
istrator to carry it out as 












job, under the Secretary of 
State’s thumb, and “Soapy” may soon decide his 
talents require wider scope. 

Kennedy’s greatest indecision has involved filling 
the three top cabinet posts — State, Defense and 
Treasury. At this writing Dean Rusk, President 
of the Rockefeller Foundation, and David K. E. 
Bruce, a Career Diplomat whose most recent post 
was Ambassador to West Germany, are said to be 
at the top of Kennedy’s list for Secretary of State. 

®& Robert Lovett, a Republican universally ad- 
mired in Washington. appears to have dealt himself 
out of this or any other post during a talk with 
Kennedy some days ago. He said he would be unable 
to accept any position. 

> Senator J. William Fulbright, supported by 
Vice President-elect Lyndon Johnson, still is a pos- 
sibliity. But Johnson himself now says Fulbricht 
appears to have little chance. Fulbright’s signing 


| of the 1956 Southern “Manifesto” against intecra- 


tion and the feeling in some circles that he is Pro- 
Arab in the Arab-Israel struggle, are factors weigh- 
ing strongly against him. 
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j well as pulling together 

Forecast the somewhat disorganized 

© 100, sev Tere Swett Troene tes machinery of the State 
Department. 


®> Kennedy’s consideration of Undersecretary of 
State C. Douglas Dillon for the Post of Treasury 
Secretary is an indication of his desire to refute 
charges of “Fiscal Irresponsibility’” which have 
been levelled at him by some. Selection of Dillon, a 
Republican investment banker turned diplomat, 
would take much of the opposition party’s heat off 
Kennedy in fiscal policy. Dillon has gained an en- 
viable reputation for cool competence during his 
State Department Service. Republican business- 
men would applaud the choice but Republican politi- 
cians would not be too happy about it. They don’t 
want to see a Republican in a position to be blamed 
for any financial blunders by the Kennedy Admini- 
stration. 

& Robert S. McNamara, 44 year old President of 
Ford Motor Company, is said to be top contender 
for the Defense Secretaryship, although he also has 
been talked of for Secretary of Treasury. He is a 
Democrat but a rather lukewarm one. It is obvious 
that ability and background are weighing much 
more heavily with Kennedy (Please turn to page 368) 
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Technical Market Factors Shaping Up 





The heavy secondary offerings sold of the Exchange in this past quarter, have to a large 4 
extent taken the pressure off the stock market, which technically is usually buoyant at as im 
this season of the year — so that its current backing-and-filling action indicates a waic- vi 
ing attitude — a need to know the policies of the incoming Administration on such fun- u 
damentals as taxes, profits and spending. When we have the State of the Union and Budget 2 oF 


Messages in hand, we will know better where we are going. In the meantime, uncertainties sia 
continue on the monetary, business, political and foreign fronts, and technical factors in- 


dicate a moderate range traders’ market. 


By A. T. MILLER 


In about four weeks since the election, 
the market has “looked good” in only a few trading 
sessions to date, each marked by a spurt in share 
turnover, while the industrial and rail lists have 
remained confined to the range of roughly 12% that 
has been retraced since culmination of the somewhat 
belated summer rally last August. 

For the industrial average there were spurts of 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


SUPPLY OF STOCKS 


As Indicated by Transactions 
at Declining Prices 


| DEMAND FOR STO 


As Indicated by Transactions 
at Rising Prices 
be 


INVESTMENT AND SPECULATIVE DEMAND 


| | 
W.S. H 


PRICE STOCKS 
£ AT RIGHT 


PRICE STOCKS 
SCALE AT LEFT 
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9.76 points on November 10, 7.51 points last Wed- n 
nesday, a one-day pause for rest, and then a push ‘} 
of 5.73 points in last week’s closing session. It left t 
the list slightly under the November 10 rally leve e 
of 612.01 and only moderately above the half-way | sic 
level in the range of the last four months. i 

What now? It remains to be seen whether this b 
latest mercurial veering to the optimistic side has ul 


any more meaning than the market’s u 
previous erratic gyrations which, as! Ev 
heretofore noted. have footed up to re- 
markable two-way “mileage” since)’ ta; 
August, without development of any 
strongly pronounced general trend. It is) so 
worth noting on the one hand that the n 
retreat to the late-October low added 
less than 6% to the decline which the 
ind strial list had experienced as fa) 
back as early March; while, on the! 15 
other hand, the upside movement since 
October is less than 8%. 


las 

Year-End Influences At Work 
However, seasonal tendencies alone) (js 
should be sufficient to take the average) gm 
at least above recent best levels. The} suc 
breadth of the usual year-end gain will! {je} 
be one test of the market’s vitality over cig 
the near term. A more revealing test) abi 
will be provided in the early weeks of | spe 
the new year and will bear watching,) wit 
since at present the theory that the) ea) 
averages made final bottoms on the) far 


autumn sag is somewhat tentative. ] 


Contrasting with industrials, rails 5 I 
continued to lag last week, with the) jn - 
average closing an appreciable 2.40 wh 
points below its November 30 minor} sid 
rally high. Reflecting pressure of funds} ,n¢ 
seeking employment along conservative} on¢ 
lines — without need to debate the pos-} sto 
sible scope and duration of the business for 
recession — the utility average ex-| «he 
tending its recent improvement, gained | {ej 
1.64 points on the fortnight and thus) for 
was able to record another new postwar I 
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high. Demand of the same 
veneral character brought 
further gains also in a TREND INDICATORS YEARLY RANGE 1951-1959 
number of good-grade in- — 
dustrial income stocks. recta 
On the cheerful side, the = + ‘ —— #20 
bond market responded to a —— jus [I a 
rospects for easing of the a TEM 0 OF W ders |__| 640 
‘old-drain problem = and 460} | COMPOSITE Ba ot) i oe — 500 
‘therefore for further of- e _ ~ 
cial action aimed to facili- ees LI 400 
ite easing in long-term es Foe ‘| 340 
noney rates. Pointing to- a —h — 
‘ard betterment in the dol- amu aan 
lir’s international position ~~ J | 100 
re: further gains in our we 
alance of merchandise a 
trade; cuts in bank rates os + 700 
in leading foreign centers; srs i. 
the Government’s plans to (ale ltt ws +t : 
take remedial action where MOF s+ aptly i | | Huy = 
possible, instead of letting 135}- Sythe Ba ee re. eel Bek Wc a Ht _ 
matters drift any longer; ~ ) te ad ee ‘ SESeR ee Snn * ryt 300 
-nd indications of a some- wf meet cL oa are rola ais OC s00 
‘hat more cooperative at- al hi jth | Fn anit, - 1 aos 
tude by some of our al- npr ® [ fe irre r 1 ~~ 
es. Declines in foreign | DOW ommES Mt fv. e? Ss Te nthhith 
stock markets are tied in CI ' ~ 
‘ith expectation of a less tit 110 
beral outpouring of dol- 1 . 
irs and some flattening- rt % 
ut tendencies in the West- 2 10 
Suropean economic boom. ’ . { #0 
It is only partly due to PUL ET hl bel ms bg 
tax-adjustment operations itt L * 
that our market remains 





so mixed. Last week, gains 
in individual stocks ex- 
ceeded losses in total numbers by a ratio mod- 
than two to one, reversing the re- 
lationship of the prior week. Despite a rise of almost 
15 points on the week by the industrial average, 
daily new lows in individual stocks—112 of them 
last week and 130 the week before—continued well 
in excess of the numbers of new high. 

What kinds of stocks are making progress, as 
distinct from trading-range rallies? Aside from a 
small minority of specialties, they are mostly in 
such groups as electric and gas utilities, the finance 
field, beverages and confectionery, cigarettes and 
cigars and various food lines. In stocks showing 
ability to push ahead to new highs, including the 
special-situation issues, you find one general rule, 
with few exceptions: they have good or improving 
earnings, and price-earnings ratios are not too 
fanciful. 

In any session when the industrial average spurts 
5 points or more, the newspapers cite good gains 
in various stocks which actually are not going any- 
where. Many of these can rally, in some cases con- 
siderably, from here at least into early-January 
inder relief from tax-selling pressure. But how can 
me make out a case for sustained advance in any 
stock which has poor to dubious earnings prospects 
‘or some time to come, which is to say at least into 
he second half of next year, and which is not suf- 
liciently depressed to compensate long-term buyers 
for risk-taking on faith in the eventual potentials? 

It is not happenstance that at this writing we 
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do not have new highs among representative issues, 
if any, in such groups as air conditioning, air lines, 
aluminum, automobiles or auto accessories, chem- 
icals, construction, containers, coppers, drugs, elec- 
trical equipment, machinery, paper, railroads, rail 


equipment, steel, television-electronics, textiles or 
tires. 
Revival in Profits? 
With industrial stocks now down a little over 


10% from their peak and earnings lower, valuations 
of earnings — around 18 times on average are 
about as high as they have ever been. Of course, 
profits will improve with any betterment in busi- 
ness volume; but they lagged even at peak 1960 
business activity, due to radically changed competi- 
tive conditions, and a return to what used to be 
considered normal profitability, much less growth, is 
conjectural. 

Meanwhile, policies of the new Administration, 
foreign developments and the pattern of recession 
and recovery are uncertain. At the moment busi- 
ness is stagnant, awaiting clarification of the new 
forces to shape the 1961 Market under the incoming 
Administration. This is clearly indicated by latest 
data on manufacturers’ new orders, plant-equipment 
outlays, unemployment and steel activity among 
other reports. We therefore continue to advise a 
prudent, carefully selective policy at this stage. — 
Monday, December 12. 
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HOW TO REDUCE 
IMBALANCE (les Simple!) 


— And reaffirm dollor leadership 
By PAUL J. MAYNARD 


> Putting payments deficit into perspective — steps available for a sound and 
ready solution 
® Psychological-financial aspect of world-wide interest in the asset value 
of a healthy dollar . . . where “quacks” diagnose symptoms 
to suit their selfish ends 
> Negative factors that have kept us from a positive approach .. . 
firm determination will bring solution in 1961 


NOTE: We are the pillar of the free world and still the strongest and most productive nation on the 
globe. Our dollar is primarily a symbol of this strength and of the vast complex of our productive ca- 
pacity, labor, capital, ingenuity and natural resources. As such, it serves as a basis of credit not 
only for the United States but for many of the commercial activities of the non-Communist world. 

We went off gold as a basis for our currency, for all practical purposes, in 1934. But the financial 
leaders of many countries—their own currencies NOT legally linked to any gold backing—still persist 
in equating the status of the dollar, our credit mechanism and ultimately our entire economic system, 
with the pile of gold we have. 

This rather absurd situation, highlighted by the gold outflow, has led to fears, often unwarranted and 
exaggerated, regarding the future of the dollar and the possibility of devaluation. 

The loss of gold itself is NOT the basic problem; it is rather a symptom of our payments imbalance, 
a warning signal that basic corrective measures, which should have been considered some time back, 
must now be instituted to reduce the balance of payments deficit to manageable proportions. This 
CAN and will be done, if we recognize and face up to the problem, rather than dealing only with 
symptoms (gold) and cure-all panaceas (devaluation). The first requirement in solving the problem is 
a proper diagnosis.—Editor. 


GREAT deal has been written and spoken in particular facets of the problem. Relatively little 

recent months about America’s balance of pay- has been offered to date in the way of an integrated, 
ments problem. Most of this literature has been constructive program looking toward the restora- 
broadly descriptive or has addressed itself to certain tion of equilibrium to our balance of payments. 
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of heavy military re- 
quirements as the cold 
war has dragged on, 
have been at the bottom 
of America’s chronic im- 
balance of payments. 
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The current concern 
with our balance of pay- 
ments problem results 
from the size of the defi- 
cits of the last three 
years: $3.4 billion in 
1958, $3.8 billion in 1959 
and close to another 
$3.8 billion projected for 
45 1960. During the 1950- 
1956 period the United 
States ran deficits in its 
balance of payments av- 
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It has at last become apparent to all who have 
‘ven a partial understanding of the situation that 
he chronic sizeable deficits in our balance of pay- 
nents cannot be permitted to continue. The finding 
of a solution to this problem is a—if not the—num- 
yer one project for the new administration in the 
orthcoming year. This is even more evident if re- 
ated to the fact that our domestic economy is in a 
agging condition and some governmental monetary 
stimulants may be required. But the deficit in the 
balance of payments has created an undeniable 
restriction on the freedom to deal with our internal 
economic conditions. Only after we get our pay- 
ments situation under control will we be able to 
resume the constantly rising trend of our expanding 
economy at its real potential. 


Payments Deficit Arises Largely from 
Successful Rehabilitation of Foreign Economies 


Before outlining a set of proposed corrective 
measures, it may be useful to set forth certain 
features of the problem in order to place it in per- 
spective. Oddly enough, the present problem of 
disequilibrium in America’s balance of international 
payments arises out of the success of a former 
policy. That policy was the recovery and reconstruc- 
tion of war-torn Europe and Japan. In pursuit of 
this policy we have, in the fifteen years since the end 
of World War II, sent abroad about eighty billions 
of dollars in the form of Marshall Plan aid and help 
under other related plans. So successful has been 
the reconstruction and recovery of Great Britain, 
France, West Germany, Italy, Japan and other na- 
tions that many of them are now strong competitors 
of the United States in world markets. These nations 
now possess our mass production machinery and 
know-how while they retain their traditional advan- 
tage of lower-cost labor. At the same time we have 
weakened our competitive position in world trade 
by indulging in such economically unsound policies 
as raising prices of agricultural products through 
our farm price support programs and by granting 
wage increases to labor in key industries far in 
excess of labor’s contribution to increased produc- 
tivity. The improved relative ability of foreign 
nations to compete, coupled with the development 
of free convertibility of currencies and continuation 
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billion per year. These 
deficits were considered 
to be small enough so that they were not then 
a cause of concern. The deficits of the last three 
years, on the contrary, are of such magnitude that 
our gold supply, already down by $61 billion since 
the end of 1949 to a current level of less than $18 
billion, will be jeopardized and confidence in the 
dollar will wane further if a solution is not found 
for our balance of payments problem. 


Heavy Transfer Payments Cancel Out Improved 
Trade Balance 

An examination of the items in this country’s 
balance of payments for recent years indicates that 
substantial improvement in the balance of trade is 
being achieved in 1960. This year, the surplus of 
our commercial merchandise exports over imports 
has been running at an annual rate of $4 billion, 
exceeded in the past decade only during the Suez 
crisis in 1956 and 1957; in 1959 the surplus was 
down to $0.9 billion. The recovery has been sharp 
and dramatic. However, United States Government 
transfers (overseas military expenditures, economic 
grants and loans and credits) have continued to 
rise. Furthermore, capital outflow has continued to 
exceed capital inflow by a wide margin. Thus, while 
some progress has been achieved in reducing the 
adverse balance, the deficit for 1960 may not fall 
short of last year’s $3.8 billion. 

At this point, a substantial degree of inter-rela- 
tionship between the various elements in the balance 
of payments picture should be noted. It is impossible 
completely to compartmentalize balance of trade 
items versus U. S. Government transfer items. For 
example, exports are aided by expenditures based 
upon loans and credits under the various aid pro- 
grams. A cut in the foreign aid program thus might 
= be offset, in part at least, by reduced export 
totals. 

It should also be emphasized that no lasting solu- 
tion for our balance of payments problem can be 
found for ourselves alone. The problem is world- 
wide, and in the absence of some mutually satisfac- 
tory solution the difficulties of other countries are 
likely to become more persistent and acute. Even 
the large balance of payments surpluses of West 
Germany (about two billion dollars) and certain 
other foreign countries have their embarrassing 
aspects. Maintaining the strength of the dollar is 
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an issue which goes beyond the national policies of 
the United States alone. To have effective action 
here at home, the United States must have continu- 
ous cooperation by other central banks and govern- 
ments. In cooperating to preserve the dollar, foreign 
countries are in effect helping to protect their own 
monetary reserves and economic strength. 


Remedies Must Be Consistent with Basic Policy Objectives 


A prime consideration in seeking to restore a 
condition of equilibrium to America’s balance of 
payments is that the steps taken must be within 
the framework of consistency with the basic objec- 
tives of this country’s national policy. Among these 
considerations are: 

1. America cannot default on its obligation to 
lead in organizing the defense of the Western 
World and to bear the largest share of the costs 
of that defense. 

2. Our country cannot reverse its policy of con- 
tributing to the underdeveloped nations of the 
world. To avoid this responsibility would be tan- 
tamount to surrendering such nations to the 
Soviet sphere of influence and eventual Commu- 
nist domination. But we definitely can and should 
overhaul our foreign aid program to effect an 
untold number of efficiencies, eliminate gross 
over-staffing and confine the benefits to countries 
that are sympathetic with our basic objectives. 

3. Nor can the United States abandon its policy 
of seeking the lowering of trade barriers through- 
out the world. If we try to reduce our imports by 
increasing tariffs we would be almost certain to 
arouse retaliatory measures by other nations. This 
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would be self-defeating. 

4. The placing of an embargo on gold exports 
or the devaluation of the dollar would also be 
self-defeating. If the United States were even to 
do the former it would be tantamount to devalua- 
tion in its effects overseas. This, along with out- 
right devaluation, is an absolutely unsound step, 
considered from any angle. 

The foregoing are steps we cannot take to redress 
our balance of payments without exceeding the 
bounds of our basic national policy. What, then, can 
we do or should we do to restore a greater degree 
of equilibrium to international payments? 

It is of primary importance for us to realize that 
the problem cannot be solved by any single measure, 
nor is there any easy or popular remedy. Improve- 
ment in the balance of payments must rather be 
sought in a comprehensive approach. 


Demonstration of Good Faith a First Step 


It is essential for the United States, first of all, 
to convince the rest of the world that we are deter- 
mined to come to grips with this problem. Even 
though the steps taken to achieve a solution may be 
slow and halting, the impact upon world confidence 
resulting from the world’s conviction as to our reso- 
lution could be immediate. As a more tangible step, 
it would not be amiss for the U.S. monetary authori- 
ties, preferably in collaboration with the World 
Monetary Fund and the leading central bankers of 
western Europe, to declare openly that the existing 
gold /dollar parity is not out of line and that it is 
in the mutual benefit of all concerned to help main- 
tain it. Simultaneously, Washington might well guar- 
antee to foreign central banks, official agencies and 
international institutions that their dollar assets 
here will be protected against any possible loss by 
devaluation. 

To support this posture, it will be necessary for 
all segments of our economy to make a.-contribution. 
Our government to adhere to sound fiscal policies— 
steering clear of deficit financing and inflationary 
policies. It will be necessary for labor to be more 
restrained in its demands so that we may avoid the 
inflationary impact on our economy of excessive 
wage increases. And business management will have 
to strive to increase efficiency and strengthen the 
competitive position of America’s industries in rela- 
tion to the rest of the world. These are basic cor- 
rective steps which are also, in the final analysis, 
more important than palliatives which merely treat 
with symptoms. 


Role of Tax Incentives, Liberalized Depreciation 


In strengthening American industry’s competi- 
tive position in world trade, consideration should 
be given to the use of tax incentives to promote 
more rapid modernization of our domestic plants 
in order to meet the competitive advantages of new 
production facilities and, incidentally, the lower 
labor costs of many foreign countries. Accelerated 
depreciation allowances for tax purposes on new 
domestic plant investments have also been proposed 
as a means of stimulating our domestic economy. 
Such a step might also make investment at home 
more attractive than abroad and thus help to stem 
the outflow of capital. 

A corollary of using tax incentives to strengthen 
American industry (Please turn to page 361) 
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“INSIDER” TRANSACTIONS 
—SECONDARIES and CLOSELY-HELD 
CORPORATIONS GOING PUBLIC 


— Tells Us About the Companies — About the Future 


By ROBERT B. SHAW 


HE deep interest that stockholders have in what 

officers of companies are buying and selling, as 
well as the size of secondary offerings, is natural at 
any time as the year is drawing to a close. And it is 
not surprising that interest should be greater than 
usual this year, when we face a period of transition 
from one administration to another, and at a time 
when the business outlook for the months ahead is 
still unclear. 

Our coverage of “insider” transactions, appearing 
in the June 4th and September 24th, 1960 issues, 
covered the transactions up to June 30th. and since 
then figures have become available through the third 
quarter, many of which are extremely interesting. 

In particular, “insider” transactions and second- 
aries are very revealing. This, together with the pub- 
lishing industry going public, makes fascinating copy 
when you read between the lines, and sets one to 
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thinking regarding the extent to which taxes play 
their part, on the one hand, and consideration of 
what is ahead on the other. In many instances, offer- 
ings—the heavy volume of secondaries—and the 
resorting to public financing of corporations that 
were closely owned, indicates a decided change that 
may have broad implications for the future. 

Insider sales in July and August, althouch not 
maintaining the peak of 195,000 shares sold for our 
two hundred company index in June, continued at 
an otherwise high level of around 150,000 shares 
monthly. Conversely, August purchases dropped to 
a mere 17,780 shares, the lowest level this year by 
a wide margin and almost the lightest selling activity 
within the three-year period during which this data 
has been compiled. This evidence, by itself, suggests 
a very firm consensus on the part of officers and 
directors that it was wiser to sell than to buy the 
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stock of their own companies. 

Unfortunately, in one of those frustrating presen- 
tations of contrary evidence that a statistician so 
frequently encounters, September results seemed to 
refute clearly the signal just described. For in the 
latter month sales dried up to 59,300 shares while 
purchases snapped back to 48.530 shares. When this 
seemingly contradictory performance is related to 
market activity, however, the confusion is reduced. 
A sharp decline beginning on August 25 carried stock 
prices to a two-year low of 569.08 on the Dow Jones 
Industrials, on September 28. 

While some risk exists in interpreting intentions 
that are revealed only by cold figures, it is a fair 
premise that some insiders who had been postponing 
acquisitions for many months took advantage of 
September’s break to fill out their portfolios. Simi- 
larly, their colleagues who were engaged in lighten- 
ing their company holdings, rather than being 
panicked, elected to wait for a partial recovery. We 
must wait for data for October and November before 
we can confirm these suppositions, but meanwhile 
September results should be considered as an aber- 
ration. 

Secondary sales, the distribution of formerly 
closely held stock to the public, have also continued 
in heavy volume this year although, again probably 
because of the market decline, they dried up in Sep- 
tember and October. Secondary distributions repre- 
sent a normal process, the motives for which are 
usually personal more than strictly economic, and 
yet the concentration of offerings such as we have 
witnessed during the past two years does suggest 
that well-informed large holders visualize increased 
risks in such commitments. 


Background on Insider Transactions 


Insider transactions are the purchases or sales of 
stock in their own companies by officers, directors 
and “principal holders” of 10% or more of any 
equity issue. To eliminate possible abuses the 
Securities Exchange Act of 1934 requires that such 


transactions for listed stocks must be reported 
promptly to the Securities Exchange Commission. 
This data is, in turn, published monthly in the 
SEC’s Official Summary, where it becomes visible 
for fellow officers as well as the investment com- 
munity generally to see. 

One would feel that it would be unfair for officers 
to take advantage of special developments of which 
they had foreknowledge—proposed mergers, stock 
splits, discoveries in the laboratory or in the ground, 
the winning or loss of important contracts and the 
like—to make a killing by quick round trip trans- 
actions. And such conduct is, in fact, effectively out- 
lawed by a provision that the profits of any insider 
in a two-way transaction within a six months period 
may be recovered by the corporation upon suit by 
any stockholder. 

But it would be equally unjust to insist that all 
insiders must retain all of their holdings indefinitely, 
without the opportunity of being able to take profits 
or attempting to anticipate lower prices that might 
ensue. The evidence shows, in fact, that the manage- 
ment of industries facing extended cyclical declines 
—such as aircraft manufacturing in 1957-58—fre- 
quently do lighten their holdings well in advance of 
the bottom. Similarly, while the existence of other 
motives must be recognized, a concentration of in- 
sider purchases generally betokens a growing con- 
fidence in that situation. 


The Problem of Interpretation 


But the SEC simply publishes the list of insider 
transactions; all interpretation is left to the reader. 
Because these reports are voluminous, spasmodic 
and mixed with acquisitions resulting from inherit- 
ance, option purchases and conversions, a simple 
comparison of total purchases and sales every month 
would have little meaning. To supply a fixed base 
of observation in these articles we have compiled a 
list of 200 major manufacturing companies (100 
companies prior to 1960) and all the results cited 
are in terms of this representative sample. 

To repeat a caution that 
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“INSIDER TRANSACTIONS IN SELECTED ISSUES” * 
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they are reported to the SEC and then released in 
published form. Thus, returns for September (in the 
October Summary) are at present the most recent 
available. 

For any activity that fluctuates as widely as in- 
sider transactions it is difficult to assign a “normal”, 
but during the first half of the present year the 
arithmetic average of monthly sales on the 200 
company index has been about 46,000 shares. In 
April, a “recovery month’, purchases dropped as 
low as 20,000 shares, but otherwise they held rela- 
tively firm until August, when they plunged to 
17,780 shares purchased from 41,750 shares in July. 
As stated above, this figure then recovered to the 
high level of 48,530 shares in September—a result 
which might reflect either a growing basic optimism 
on the part of officers and directors or opportunistic 
purchases during a sharp market break. 

Recent insider sales, if forming an irregular pat- 
tern by themselves, have at least complemented 
purchases consistently. When July purchases ad- 
vanced over June, sales dipped from 195,000 to 
145,000. In August, when purchases dropped so 
sharply, sales recovered to 160,000 shares. And 
finally, in September, sales were curtailed drastical- 
ly to 59,000 shares, as purchases put on the steam 
noted above. 

Thus, September results do confuse a picture that 
otherwise looked fairly clear. This picture suggests 
that insiders are, and for many months have been, 
showing increased caution in respect to their hold- 
ings. Insiders, it is repeated, cannot expect to benefit 
from temporary fluctuations, and their transactions, 
DECEMBER 
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to the extent that they are based on investment con- 
sideration at all, reflect trends rather than specific 
events. 


Secondary Offerings Also Reflect Informed Views 


Secondary offerings—the wholesale marketing of 
stock where the proceeds go, not to the company, but 
to liquidating holders—may also provide a clue to 
the investment leanings of certain well-informed 
holders. Secondary distributions are frequently 
identical with insider sales, originatine with officers 
or principal holders of over 10% of the issue involved. 

Frequently they are initiated by the relatives or 
estates of former officers, or by large institutional 
holders. Some distinctions should be made between 
two important types of secondary distributions. 

@ The first involves stock already familiar to the 
public and with a well established market, but being 
offered in such large volume that demoralization of 
the market is feared if the large-scale, professional 
selling campaign that a secondary implies is not 
organized. Good examples are represented by the 
two Ford offerings last year or the continued dis- 
tribution of Campbell Soup stock from the estate of 
the late Dr. John T. Dorrance. 

@ The second type of secondary is the initial 
public offering of stock that was formerly closely 
held and unfamiliar to investors. This is a stage that 
all public corporations had to go through at some 
period, and may be compared with a boy’s coming 
of age, particularly if listing is secured simultane- 
ously. 

It is obvious enough to require no demonstration 
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that both types of secondaries are frequently carried 
out largely for personal reasons: the diversification 
of family holdings, the settlement of estates, a desire 
for improved marketability, or even an heir’s dis- 
interest in his paternal business. But holders who 
initiate secondaries are necessarily large holders, and 
if not personally astute they must act on the basis 
of the best advice. It may be assumed, accordingly, 
that the timing of such transactions reflects an in- 
formed. composite opinion of the market’s opportuni- 
ties and risks. 


Heavy Volume of Secondaries 


As pointed out in an article on the same subject 
a year ago (December 5, 1959), secondary offerings 
during 1959 were especially heavy. This year im- 
portant distributions of this character have fallen 
considerably short of last year’s level in terms of 
share volume—but this is chiefly because of two par- 
ticularly large marketing campaigns last year, the 
1 million Ford Motor dissemination and A & P’s 
going public with the unloading of 1,800,000 shares 
by two members of the Hartford family. Otherwise, 
however, the current year’s volume of secondaries 
was fully up to 1959’s heavy schedule. 

@ Among the more interesting offerings, one 
million shares of Campbell Soup were marketed, in 
February, by the estate of Dr. John T. Dorrance, the 
founder and former sole owner of this major food 
company. This distribution continues a process that 
was initiated in October. 1954, when Campbell “went 
public” for the first time. Even after several dis- 
tributions. however, only 28% of this stock is in the 
hands of the public while the estate retains a heavily 
concentrated 72% commitment. Further distribu- 
tions, depending upon market conditions, may be ex- 
pected in the future. 

@ In April Columbia University sold to the public 
its entire holding of 126,000 shares (before the re- 
cent 4-1 split) of Chock Full O’ Nuts, which derived 
chiefly from a gift to it of 100.000 shares by Presi- 
dent William Black a year ago in December. This 
restaurant chain first went public only in October, 
1958, when President Black distributed at $4 a share 
(in terms of the present stock) over half of the 90% 
interest in the company which he then held. The 
continued sharp market rise in this issue during the 
year shows in retrospect that Columbia’s sale was 
premature. but it may have been consistent with 
established investment policies followed by that 
institution. 


Publishing Companies Going Public 


The past year has witnessed a minor revolution 
in the publishing industry. which has been evidenced 
concretely, aside from significant mergers. by several 
large distributions of formerly closely held stock. In 
May, Holt, Rinehart & Winston, a recent three-way 
merger of three venerable firms, Henry Holt, Rine- 
hart & Co. and John C. Winston, distributed 332.000 
shares to public investors. The three major sellers 
were two Murchison brothers and the privately con- 
trolled Sun Investment Company; after this offerine 
insiders still retain about 25% of this company’s 
stock. Listing on the New York Stock Exchange 
followed these operations, on August 17. 


$34 


@ A specialist in textbook publishing, Harcourt, 
Brace & Co., prepared for its first public distribution 
by a 9 for 1 split in June, to bring the stock down 
to a popular level. Two months later 493,000 shares 
were offered at 2314 by Director Hastings Harcourt 
and the estate of D. C. Brace. After this sale the 
Harcourt family and the Brace estate were still in 
possession of 49% of the stock outstanding. More 
recently, a merger of this firm with the World Book 
Company has been announced, and listing would be 
a natural expectation in the early future. 

@ Elsewhere in the publishing trade, 683,000 
shares, or 31% of the total equity issue, were offered 
to the public for the first time in November by the 
three families controlling Scott, Foresman. During 
August a group of officers and emplovees of Western 
Publishine Co., probably better known as the origin- 
ator of Dell Comics, collaborated to distribute 
212.000 shares. And also in November a further 
51.000 shares of Kingsport Press were put on the 
general market. The source of these shares was not 
snecified, but they probably originated from Press 
Manavcement, Inc.. a holdine companv controlled bv 
officers and employees of Kingsport which owned 
(before this sale) 41% of the latters’ stock. 

@ Outside of the publishing feld. a comnanv which 
just went vublic “all the wav” by secnrine Stock 
Exchange listing simultaneously with its first dis- 
tribution was J. W. Mays, onerator of four retail 
clothine stores in Brooklvn and Queens, This enter- 
nrise. which is bound to become confused with Mav 
Denartment Stores, will still he controlled throuch 
majority ownership by Joe Weinstein, the former 
sole proprietor. 

Almost certainly the transactions just mentioned. 
as well as others on the accompanying list, reflected 
motives other than mere price appraisal on the part 
of the sellers. Just the same these sellers are not 
indifferent to the proceeds expected, and the continu- 
ing frequency of secondaries suggests that many 
large holders preferred to reduce their risks at recent 
price levels. 


Individual Insider Transactions 


Now let’s return for a brief glance at some indi- 
vidual insider transactions (other than secondaries) 
that may have significance. 

@ Among issues for which heavy insider sellin 
trends during the summer were noted in the preced- 
ing article in this series (Magazine Of Wall Street. 
September 24), such liquidations either diminished 
or disappeared altogether in the case of Brunswick 
Corp., Coca-Cola, Continental Can, Fruehauf Trailer, 
General Dynamics, General Electric, Hercules Pow- 
der, Minnesota Mining, NAFI Corp. and Thiokol. 
Noticeable selling continued, on the other hand, in 
the case of Aveo Corp. (7,600 shares sold in July, 
10.300 in August and 200 in September), Monsanto 
Chemical (2,000 shares sold in July and 5,000 in 
September) and Merck. In the case of the latter 
company, sales largely represented continued liquida- 
tion by the Rosengarten estate. One large sale of 
2,000 shares of Procter & Gamble was carried out by 
Vice President Donald H. Robinson in September. 
Vice President Max W. Burrell of Collins Radio 
came close to wiping out (Please turn to page 368) 
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THE REPORT ON NATIONAL GOALS 
It could weaken our Free enterprise system 


By GEORGE GEBHARDT 


& How Its Utopian Objectives May Set a Trap for the Unwary 
> Lip Service to Free Enterprise Masks a Dangerous Expansion of Government 


Authority 


> Establishment of Rigid Unemployment Limit Creates Inflationary Threat 
& Report Fails to Recognize Realities of Our International Payments Situation 


NOTE: The widely heralded report of the President’s Commission on National Goals unavoidably re- 
minds one of the old saw. “The mountain labored and brought forth a mouse.” The most surprising 
thing about this document is that any panel of such distinguished men could present as a serious 
contribution to economic thinking such a broad collection of platitudes and generalities. It is possible 
that the diverse leanings of the eleven authors simply cancelled out all intelligent conclusions. It is 
also significant that in a study concerned so largely with production, the business element was rep- 
resented only by a single member (Crawford Greenewalt, president of du Pont), and his point of 
view must have been overwhelmed by the editor, labor leader, former general, three politicians or four 
college presidents. As the article shows, many implications in this report are dangerous: but the most 
dangerous thing about it is the possibility that it will be taken seriously. —EDITOR 


HE long awaited report of the President’s Com- 
mission on National Goals, issued on November 
28, clearly calls for economic growth by fiat. Even 
though the report stresses the necessity of preserv- 
ing and enlarging the freedom of the individual 
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citizen, and even though it is not a blueprint for 
action, it nevertheless is a directive for increased 
governmental participation in our economic and 
social life. 

Inevitably, such participation would result in 
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more and more governmental regulation, curtail- 
ment of individual liberties, and the beginnings of 
a “police state.” In our desire to oppose Commu- 
nism, the destroyer of the liberty of the individual, 
we face the danger of destroying our own liberties. 
Much of the report—prepared under the chair- 
manship of Dr. Henry M. Wriston, president of the 
American Assembly, Columbia University, and for- 
mer president of Brown University, by ten leaders 
in business, labor, and education—consists of pious 
platitudes with which few can disagree. These range 
from a firm stand against Soviet aggression to con- 
demnation of sin, and cover practically every phase 
of our economic, political and international life. 


Why a Crash Program? 


Obviously enough, numerous injustices and in- 
equalities persist in the United States and substan- 
tial room exists for improvement in education, 
housing, rights of minority groups, and other 
spheres. Even so, the necessity of a crash program— 
at heavy expense to all of us—to ameliorate these 
conditions requires very strong justification. 

@ The United States is strong. Our standard of 
living is the highest in the world. We have been 
making great progress in education, in the sciences, 
in improving the health of our people, in living con- 
ditions, in eliminating racial and religious intoler- 
ance, and in helping the rest of the free world to 
build its economies and erect safeguards against 
Communist aggression. 

@ Throughout the world, we are respected by men 
who are free ana those who would be free, including 
many behind the Iron Curtain, as the land of free- 
dom and unlimited opportunity. Were we to open 
our doors wide, we would be flooded with immi- 
grants, including many thousands from those coun- 
tries whose leaders profess hostility. 

@ Because we are human, we have made mistakes 
in the conduct of both our domestic and interna- 
tional affairs. It would be folly to assume that some 
180 million people always will be right and always 
will follow the wise course. 

@ We already are heavily burdened with taxation— 
federal, state, and local. Is there any real point in 
increasing this burden, which touches every one of 
us, in a vague effort for self-improvement and in 
the absence of a true emergency? 

@ And, if we were to make a vigorous national effort 
to expedite “progress,” would we be any more re- 
spected in the eyes of the world than we are now? 
Would not the adoption of a crash program, such 
as recommended in the Commission report, be con- 
sidered by our enemies abroad as a confession of 
weakness and admission that their accusations about 
us have been correct? 

These are questions that we should ask ourselves 


as we analyze the recommendations of the Com- 
mission. 





The Camel’s Nose 


We believe that there is a distinct difference be- 
tween long-range objectives, established as a result 
of individual soul-searching, and the establishment 
of national goals and their implementation by 
government. 

Few of us will quarrel with such objectives as 
(1) enhancing the dignity of the citizen, (2) reduc- 
ing religious and racial prejudice, (3) preserving 
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and perfecting the democratic process, (4) strength- 
ening the effectiveness of education, (5) advancing 
knowledge and innovation in the arts and sciences, 
(6) reducing great concentrations of economic 
power, whether in labor unions or in private cor- 
porations, (7) economic growth and improvement 
in the standard of living, (8) promotion of tech- 
nological progress, (9) a solution of the farm 
“problem,” (10) better housing, and (11) better 
medical and hospital care. 

The Commission report, after establishing these 
as “goals at home” goes on to enumerate “goals 
abroad” which include (12) helping to build an 
open and peaceful world, (13) defending the free 
world, (14) disarmament as an ultimate goal, and 
(15) preservation and strengthening of the United 
Nations. 

The very fact that most of these recommendations 
appear to be “reasonable,” things that most of us 
are anxious to see, ultimately, constitutes the inher- 
ent danger in the Commission’s report. 

Let us examine the “goals at home,’ for example. 
One would almost have to take a stand against God 
and motherhood to dare oppose any of these as 
desirable objectives. 

A vast difference must be recognized, however, 
between broad approval, on the one hand, and the 
establishment of definite national goals, to be ac- 
complished in a hurry at huge cost to the people of 
the U.S., both in money and loss of liberties. 


Increased Federalization 


@ The Commission report does pay homage to pri- 
vate enterprise and to the desirability of effectua- 
tion of the “‘goals” at the state and local government 
level, insofar as possible. 

@ Nevertheless, at almost every turn the Commis- 
sion can be found reversing itself completely by 
recommending increased Federal activity and in- 
creased Federal spending. Recalcitrant state and 
local governments would be whipped into line by 
withholding Federal grants for such items as as- 
sistance to schools and public housing, proposed 
Federal scholarships for higher educations, and 
other slightly disguised forms of coercion. 


@ It is axiomatic that increased concentration of 
economic and political power in the hands of a 
central government limits increasingly the freedom 
and rights of individual citizens. The decay and 
eventual collapse of the great civilizations of the 
past occurred in just this way. 

@ Accomplishment of the Commission’s domestic 
and foreign “goals” would necessitate “unprece- 
dented increases in government expenditures over 
the next decade,” one member noted. 


Growth by Fiat 


Our present economy clearly could not support 
the tax burden that such a scale of expenditures 
would impose. 

Recognizing this, the Commission report proposes 
that our rate of economic growth be accelerated, 
largely through “increased investment in the public 
sector” which is merely burocratese for stepped-up 
government spending. 

With economic growth accelerated sufficiently, the 
Commission then imagines the country could stand 
the tax burden necessary to meet the unprecedented 
increases in government expenditures. But failing 
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.exists that the Kennedy adminis- 106 |}. 


sufficient acceleration of economic 





growth, it might be necessary to 
increase taxes, according to the 
report. 

The committee members could 
not agree on what constitutes the 
needed annual increase in the 
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Inflationary Menace 


A fresh inflationary spiral could 
easily be touched off if Washington should endeavor 
to stimulate economic growth by radical and au- 
thoritarian devices. 

The report states, “The economy should grow at 
the maximum rate consistent with primary depend- 
ence upon free enterprise and the avoidance of 
marked inflation.” 

It then goes on to say, “We must seek to keep 
unemployment consistently below 4 percent of the 
labor force. Reduction in unemployment and opera- 
tion of the economy closer to its capacity require 
steadily growing consumer demand, and proper 
management of interest rates, money supply, and 
government budget surpluses and deficits. If Con- 
gress were to raise or lower taxes more readily, 
stabilization of the economy would be facilitated.” 
(Note: these statements are direct quotations.) 


Whether the Commission members realize it or 
not, this is a blueprint for inflation. It is estimated 
that some 13!, million net new additions will enter 
the labor force during the next ten years. Only 
through progressive inflation would it be possible 
to keep the unemployment rate consistently below 
4 percent. 


A certain amount of unemployment, it must be 
remembered, is normal. There always are several 
million unemployed, consisting of seasonal workers, 
those in process of changing from one job to an- 
other, those moving to other areas in search of 
better opportunities, and those who are content to 
work a few months a year and loaf during the re- 
mainder. Taken altogether, these add up to close to 
4 percent of the labor force. 
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Planned Economy 


Every factory would have to run at capacity 
practically all the time ot keep the unemployment 
rate consistently below 4 percent. No rolling ad- 
justments, no cyclical downturns in the economy, or 
at least none of any consequence, could be tolerated. 

But much evidence suggests that, with long pent- 
up demands for consumer durable goods and housing 
largely satisfied, we are moving into a period of 
changing consumer desires that are likely to result 
in slower economic growth than witnessed in the 
1950s. This tendency is not entirely confined to the 
United States but is a worldwide trend, although 
many countries still have a great deal of “‘catching- 
up” to do. 

Against this background, federal endeavors to 
stimulate economic growth unquestionably would 
encounter formidable obstacles. When these develop 
the “do-gooders” would be almost certain to main- 
tain that private business was malingering and 
needed Washington directives as well as incentives. 
A “planned economy” directed by a huge Washing- 
ton bureaucracy, might well be the next step. 

The concept of economic planning, it should be 
remembered, originated in Communist Russia. Many 
“liberals” have been fascinated with economic plan- 
ning and seem to think that it can be superimposed 
on the free enterprise system. 

Actually, of course, economic planning is the 
handmaiden of the totalitarian state. During war- 
time, in order to stimulate production of military 
goods and check the production of civilian goods, 
Americans have submitted (Please turn 1o page 361) 
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"INSIDE EC A 


BY “VERITAS” 


capital are that Kennedy will propose (1) volun- | 
tary land retirement; (2) “improved” production 





AGRICULTURE, incoming Administration’s biggest 
headache, will not be slowed within the coming 
vear. The new Secretary, suggested but not yet 
named as this goes to press, will have a difficult 
time coping with the distressingly large surpluses 
and the Congress itself. No one in the Kennedy 
stable or in Congress has a sane, workable solu- 
tion to the problem. Educated guesses in the mar- 
bled mazes of bureaucracy that are your nation’s 





WASHINGTON SEES 


Domestic opposition to foreign economic aid— 
now mounting daily—will reach near tidal wave 
proportions by Jan. 3 when new Congress con- 
venes. Opposition to military assistance to over- 
seas free nations grows to some extent but, 
generally, the taxpayers are willing to concede 
its continuance as necessary to national security. 

German rejection of Treasury Secretary Ander- 
son’s request that the Bonn government contribute 
at least $600 million annually toward the main- 
tenance of U. S. troops there—now a defensive 
force rather than one of occupation—as a means 
of sustaining the value of the American dollar, 
has caused nation-wide resentment. 

Well-organized opponents of economic assist- 
ance to our European allies are capitalizing on the 
German incident and with considerable effective- 
ness, pointing up that it was U. S. tax dollars 
which completely rebuilt the war-wrecked indus- 
tries of three former enemies—Germany, Italy and 
Japan. 

Reaction of the men and women in the street, 
the ones who carry the tax burden of foreign aid 
and who are daily losing jobs because of heavy 
imports of low-cost alien manufacturers, is sharp- 
ly antagonistic. And already their protests are 
going to Capitol Hill, while newly-elected mem- 
bers of the two legislative bodies are even now 
hearing from their future constituents. 
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control for the basic commodities—cotton, corn, 
wheat, rice, tobacco and peanuts—especially volun- 
tary retirement of grain acreage; (3) direct man- 
agement of market supplies, and (4) direct pay- 
ments of farmers without production controls. It 
may be a good program, according to some familiar 
with Agriculture, but it would produce no dramatic 
increase in farm income—only lift it slightly or 
hold it to present levels. 

DIPLOMACY has received a set-back in President- 
elect Kennedy’s appointment of 6-term Michigan 
Governor G. Mennen (Soapy) Williams as Assist- 
ant Secretary of State for African Affairs. Wil- 
liams is not especially qualified for the job and 
may be inimical to the national welfare (see edi- 
torial elsewhere in this issue). It points up the 
necessity for the creation of a National Foreign 
Service Academy that will train its students in di- 
plomacy (including language and traditions of the 
country to which they will be assigned). 


PUZZLE for Washington diplomats, the State de- 
partment, and observers, is the haste of Khrush- 
chev to negotiate a Russo-Western disarmanent 
agreement in the face of Red China’s bellicose dis- 
agreement with Khrushchev’s “peaceful co-exis- 
tence” doctrine. Why, they ask, would K. want to 
disarm himself and the Western world if he pri- 
vately feels that Red China—with almost unlimit- 
ed manpower and approaching perfection of atom- 
ic weapons — may become his enemy. It doesn’t 
make sense. Many feel that the reported Soviet- 
Sino rift is camouflage designed to throw the free 
world cff guard. Meanwhile, according to experts 
here we must “keep our powder dry” and look to 
future developments. 

URBICULTURE, or Department of Urban Affairs, is 
one of Kennedy’s new Frontier ideas. It would 
function for the cities as Department of Agricul- 
ture now functions for the farmers. Congress 
would approve because it would be a new bureau- 
cracy with many, many patronage plums available. 
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Foreign Aid Request Sure To Move Upward. In line with the 
declaration of his Commission on National Goals that we 
must expand our foreign aid programs—especially economic 











—President Eisenhower's fiscal 1962 foreign aid budget 











(subject to revision by the new President) will be around 
$4.5 billion, probably as much as $250 million over the 1961 





budget request which was for $4.25 billion, divided $2 








billion military, $2.25 billion economic. Congress 





appropriated $3.78 billion, $479 million "short." 





President Kennedy is apt to "go along" with the 
Eisenhower request, but it is a certainty that the Congress 
—even with a Democratic majority—will put in provisions 
to protect our gold stocks. Among these will be close 

















limitations on off-shore purchases, greater use of American 
Ships for transport of aid materials, plus stricter 
Administration and Congressional observation of the entire 











program on a continuing basis. This last provision stems 





back to the now-admittedly poor planning 
with resultant waste in the Viet Nam 
assistance program. 


Call-Back Of Overseas Military Families May Be 
Eased. It will not be revoked, however. 
Preliminary defense studies already reveal 
serious discontent and lowering of morale, 
especially among the top enlisted grades 
with families overseas. The situation will 
show "dangerous" deterioration when it 
becomes time for the women and children to 
come home. Defense bigwigs are gravely 
concerned and pressure on the President to 
soften his order is reliably described as 
"enormous." It will also be a problem for 
Mr. Kennedy when he moves into the White 
House. 





Federal School Construction Aid Faces Tough 
Going. This despite fact next Administration 
will be of the majority Party. Hurdles 
include conservative Republican-Southern 
Democratic coalition and school construction 
records of States and municipalities. School 
bond proposals passed in first 10 months 
of this year passed the $1.2 billion mark, 














total. Issues approved in general elections 
(not yet completely tabulated) will 

hit around $225 million, a record that 
will give the conservatives plenty of 
ammunition. If not sufficient to entirely 
block construction aid legislation, at 
least large enough to whittle the $2 billion 
now in the minds of advocates of direct 
Federal aid. As for Federal funds for 





50-50 chance. 
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Newspaper Mergers May Be On Increase. 
Anti-Trust Division of Department of Justice 
quietly reviews some 10 or 12 proposed 
mergers of metropolitan dailies. The 
publishers, hard=-pushed by mounting 
newsprint and labor costs, are finding 
former profits drifting to the red side 
of ledgers. The only answers available 
are outright sales or mergers, tending to 
narrow editorial opinion in the respective 
cities. Where a proposed merger is ina 
city with three or more dailies and ample 
radio-television outlets, the Justice 
Department will not withhold approval 
but such proposals from cities with only 
2 dailies are getting very careful scrutiny 
lest a news-opinion monopoly occur. 

Elsewhere on the merger front, the 
Interstate Commerce Commission will give 

















to the financial plight of the involved 
rail carriers than to "squawks" of the 
union. Public convenience and necessity 
will carry its weight, of course, but the 
ICC realizes that basic economics are a 
part of such convenience and necessity. 
This angle was recently highlighted when 
one carrier involved in a proposed merger 
had net earnings of only $704 in 1959 from 
operating revenue of more than $6.8 
million, while another railroad suffered 
a net deficit of $9.5 million despite 
operating revenues of $32.4 million. 

















French Competition Looms For U. S. Small Machine 
Tool Industry. France's rapidly expanding small 
machine tool industry, now fully capable 
of supplying that country's own needs, 
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and needs of other European nations, plans 
an invasion of U. S. markets. A team of 
experts is now quietly surveying U. S. 
markets for this type of machinery—if 
deemed large enough they will try to enter. 
Lower French labor costs will enable them 
to undersell our manufacturers despite 
ocean freight costs. 











Private Interests To Seek Larger Foreign Wheat 
Markets On Dollar Basis. Preliminary survey of 
potential Asiatic and Near-East markets— 
now nearly completed, convinces two private 
associations of wheat growers that annual 
exports, especially to Japan, India and 
eastern Mediterranean countries, can be 
stepped up by as much as 150 million bushels 
within the next 12 months—part in whole 
grain, part in flour, all ona dollar basis. 
In the meanwhile | an aggressive sales 
campaign is being mapped. In addition a 
third wheat group has prepared an extensive 
educational program to promote the sale 
of wheat and its products in Brazil. All 
three organizations are convinced that 
Yankee salesmanship, without any especial 
aid from Government sources, can do a 
"better job" and at the same time whittle 
the import-export imbalance. 


Foreign Trade Policies Due For Thorough 
Congressional Review. Gold outgo, now 
distressingly high, will be the basis 
for the legislative probe. In the background 
will be the unwillingness of European 
nations to share a portion of the cost of 
foreign aid. There is a feeling in certain 
Capitol Hill quarters, not entirely 
"protectionist," that our liberal treatment 
of other nations under the Reciprocal 
Trade Agreements Act and the General 
Agreement on Tariffs and Trade (GATT) is 
in a large measure responsible for our 
unfavorable payments balance. 

There will be no repeal of the 
Reciprocal Trade Agreements Act, nor 
withdrawal from GATT. Of a certainty, 
however, RTAA will be amended to give 
Congress broad veto powers over Tariff 
Commission or Presidential rulings on 





will be efforts to make certain reservations 
in our agreements in GATT. In the meanwhile, 
protectionist organizations are amassing 
documentation of damage to various domestic 
industries—many of them virtually closed 
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down—others running at less than 50% of 
capacity, due largely to foreign prices 
that cannot be met because of high labor 
costs here, and generous tariff and quota 
treatment of alien manufactured output. 


Cost Of Living Index To Mount Again. Although 
next Bureau of Labor Statistics report 
on consumer price index is not due for 
publication until Dec. 22, reliable 
"insiders" of BLS and Department of 
Commerce privately forecast an 0.3% point 
move upward from the September advance of 
0.4%. Although meat prices are now moving 
down slightly, the declines are expected 
to halt this week. Fresh vegetables are 
naturally on the mounting side, while the 
higher prices for winter clothing will play 
some part. 


Employment Paradox For 1961. Both government 
and private economists foresee 1961 as a 
big year in the production of goods and 
services—largest in the nation's history 
—with a negative employment outlook, 
higher unemployment than in the present 
year. Cause for the imbalance is not clearly 
delineated, but a contributing factor to 
the paradoxical situation is rapid growth 
of the labor force with a percentagewise 
gain surpassing that of Gross National 
Product (GNP) and, of course, increasing 
industrial applications of automation. 


New Cabinet Folio—Secretary Of Transportation? 
The answer is in the negative. It is 
probable, however, the incoming President 





powers to "ride herd" on the transportation 
regulatory agencies and other Bureaus and 
Departments with authority in transportation 
affairs. These are the Interstate Commerce 
Commission (ICC), Civil Aeronautics Board 
(CAB) . Federal Maritime Board (FMB), 
Military Air Transport Service (MATS), 
Bureau of Public Roads (BPR), Army and Navy. 
Congress would not "go" for an 
overall Cabinet authority in the area of 
transportation, but it would quickly 
approve creation of an office to co-ordinate 
Federal regulation in the field of 
transportation, now in a sorry mess, as 
the various commissions, boards, etc., 
pursue their own courses without regard 
for the overall effect on other modes of 
transportation. 
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AS 
WEST GERMANY 
VIEWS OUR 
GOLD CRISIS 


By HANS KESSLER 


N Tuesday, November 15, 1960, President 
O Eisenhower had a meeting with Secretary of 
Defense Thomas S. Gates and Secretary of the 
Treasury Robert B. Anderson at the National Golf 
Club in Augusta, Georgia. After the meeting, Mr. 
Anderson announced that he was going to discuss 
the cost of United States troops in West Germany 
and assistance to developing countries with Ger- 
many’s Chancellor Adenauer. Exactly one week 
later on the evening of Tuesday, November 22nd, 
word got around unofficially in Bonn, Germany, that 
Mr. Anderson’s conversations with the German gov- 
ernment had failed. It was said that the Germans 
had flatly refused to accede to Mr. Anderson’s de- 
mands. All the reassuring verbiage of subsequent 
communiques could not gloss over the fact that 
Secretary Anderson came home without the bacon. 


The Fabulous Gains 


Could it be that Germany had no bacon to give? 
Hardly. The German “economic miracle” is no 
publicity mirage but a hard, incontrovertible fact. 
@iIn the nine years since 1950, the German 
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gross national product has risen by 151 per cent 

and industrial production by 125 per cent. 

@ In the same period, America’s gross national 
product rose only by 69 per cent and American 
industrial production only by 42 per cent. 

@ The value of German exports in 1959 was 393 
percent higher than in 1950. 

@ By contrast, the value of U.S. exports (ex- 
cluding military aid) in 1959 amounted to 64 per 
cent over the corresponding figure for 1950. 

@ The German government’s reserves of gold 
and foreign exchange rose from 274 million dol- 
lars in 1950 to 6,266 million dollars in 1959—an 
increase of over 2,000 per cent! 

@ In the same nine years, this country’s gold 
reserves declined from 22,820 million dollars to 
19,190 million. 

All other important economic indicators similarly 
testify to Germany’s truly miraculous economic 
growth. That growth is continuing. Structural un- 
employment does not exist. German labor exchanges 
right now list about three times as many job open- 
ings as job seekers. Millions of refugees from East 
Germany and from the Iron Curtain countries have 
been absorbed into the West German economy with 
very little strain. Hundreds of thousands of foreign 
workers have been brought in from other European 
countries, especially from Italy, and more are 
streaming in every day. Everything is going full 
blast. 

Under these circumstances, it does not seem un- 
reasonable to expect Germany to help an old friend 
and ally who finds himself facing severe difficulties. 
Evidently, President Eisenhower and Secretary 
Anderson thought it no only reasonable, but con- 
sidered it a foregone conclusion, for no President 
in his right mind would send his Secretary of the 
Treasury across the Atlantic Ocean on such a mis- 
sion—and with a good deal of public fanfare—only 
to have him unceremoniously sent back empty- 
handed. 


The Humanity of Our Effort 


There were indeed good reasons for expecting 
better treatment at the hands of the German gov- 
ernment and people. Had we not come to their 
assistance in their hour of need? Since the rebuild- 
ing of Germany began, this country has poured a 
total of 4.6 billion dollars into Germany in the form 
of economic aid, despite the fact that Germany had 
been our bitter enemy in World War II, had in fact 
been responsible for starting that holocaust in 1939. 
Is not such unselfish magnanimity deserving of 
gratitude? 

Furthermore, had we not been and are we not 
providing today the major portion of West Ger- 
many’s defensive shield against Communist avreres- 
sion? Germany has prospered in the security of that 
powerful shield. Even today, only 25 per cent of 
Germany’s federal budget, a mere 2.7 billion dollars 
goes for defense. In contrast, this country’s expendi- 
tures for defense—our defense as well as the defense 
of Germanv and of all our many allies—eat up 60 
per cent of our federal budget to the tune of 48 
billion dollars a year. Our 500.000 troops in Germany 
alone cost us about 650 million dollars a vear. A 
major portion of this money is spent in Germany 
and swells the stream of foreion exchange flowing 
into the German Central Bank’s coffers. 

Where would Germany be today if we had not 
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been so generous? Where will Germany be if, in 
order to staunch our dollar outflow, we should be 
forced to withdraw our armed forces from her soil? 
Surely one good turn deserves another—and we did 
the West Germans not just one but many good 
turns. 


What Secretary Anderson Asked For 


Before we condemn the Germans as ungrateful 
scoundrels—as some of our newspapermen have al- 
ready done—perhaps we ought to take a closer look 
at the demands presented to them by Secretary 
Anderson. While the official communiques are rather 
vague about details, unofficial reports are quite 
precise. 

It appears that Mr. Anderson did not ask for 
one-time emergency relief but for a regular an- 
nual payment of approximately 650 million dollars 
as Germany’s contribution to the American de- 
fense effort. Payments were to start immediately 
with a substantial sum and it appears that they 
were to continue for an indefinite number of years 
until further notice. 

How did Secretary Anderson arrive at his figure? 
In the absence of any other explanation, we are led 
to conclude that he simply took the cost of those 
portions of our armed forces which are at this mo- 
ment stationed on West German soil. The German 
federal budget is set at 10.7 billion dollars for 1961 
so that Mr. Anderson’s request, if granted, would 
mean a 6 per cent increase in the budget. Since 
Chancellor Adenauer’s government is strongly averse 
to deficit financing, this hike in expenditure would 
very soon be passed on to the German public in the 
form of higher taxes. It can of course be argued and 
Secretary Anderson reportedly did suggest that the 
money could be found without increasing the total 
German budget by reducing expenditures for other 
purposes. For example, the Germans could cut back 
on their own army. 


The Democratic Process 


Dictators can spend government funds pretty 
much as they see fit without worrying a great deal 
about public opinion and about the taxpayer’s and 
voter’s reactions; but West Germany today is a 
democracy. We are largely responsible for its be- 
coming a democracy. We therefore should be neither 
surprised not angered if Chancellor Adenauer and 
his cabinet act and react in much the same way as 
popularly elected statesmen and politicians in any 
other democracy. They must reckon with public 
opinion. They must be prepared to justify their 
actions publicly, and most particularly anv actions 
which involve sizeable expenditures of public funds. 
They must be able to demonstrate that whatever 
they do is just and equitable in principle and neces- 
sary for, or at least conducive to, the welfare of the 
nation. 


The Bonn Viewpoint 


As stated previously, Mr. Anderson appeared to 
expect that the Germans should pay the total cost 
of the American troons stationed in Germany. Re- 
duced to a principle, this would mean that any ally 
should financially support all the troops of all other 
allies which are stationed on his soil. The determin- 
ine factor would be the geographical location of the 
troops. 


When sovereign countries form an alliance for 
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the common defense, the distribution of military much and have made similar demands before 


forces throughout their territories is or at least 
should be made according to the strategic needs 
of the situation. Troops should be located in those 
places from which they can be brought into action 
most effectively for the common defense. Strategic 
considerations might require a very heavy concen- 
tration of forces in one country and virtually no 
forces in another. 

If, for example, the NATO high command should 
decide that strategic necessity requires the station- 
ing of three American divisions in the Grand-Duchy 
of Luxemburg and no American troops in Great 
Britain, it would be absurd to expect tiny Luxem- 
burg to pay us for the entire cost of these troops 
and to ask for no contribution from our British 
allies. 

Chancellor Adenauer would have found it impos- 
sible to persuade the German public that Mr. An- 
derson’s proposal, as presented, was just and 
equitable. 


How Sound a Recson? 


> Furthermore, if out of gratitude to America, 
the Germans had agreed to Mr. Anderson’s de- 
mand’s, they would immediately have been presented 
with a bill from Great Britain for the British troops 
stationed in Germany. The British have said as 
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without success. France and Belgium also have 
troops in Germany and might well have demanded 
that the German taxpayer pay for their support too. 
Thus the ultimate demand on the German taxpayers 
would have been a good deal higher than Mr. Ander- 
son’s 650 million dollars. 


Another Angle 


> Both the U.S. and Germany are members of 
the NATO alliance. So are most other countries in 
Europe, from Norway to Turkey. Canada is also a 
member. The logical procedure would be that the 
magnitude of individual contributions for the com- 
mon defense be determined by NATO as a whole 
and that payments by and to individual allies be 
handled through NATO’s treasury. (Editor’s Note 
I sharply disagree regarding the involving of NATO 
in this matter, which was purely economic. Mr. 
Anderson’s visit, therefore, represented a unilateral 
approach best suited to securing the funds he be- 
lieved Germany could well afford to make available.) 





Informed German Opinion 


This is not to say that informed opinion in Ger- 
many is oblivious to the dangers inherent in a 
weakening of the dollar. German economists and 
businessmen are well (Please turn to page 363) 
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1961 PROFITS OUTLOOK FOR 
AUTO INDUSTRY 


— As Companies seek greener pastures overseas 


By GEORGE E. WINES 


> Where markets abroad offer greater potential than domestic markets 

& The only two major producers expected to show earnings improvement 
this year over 1959 — despite current near-record production and sales 

& Effect on demand for cars of softening in general business activity 


next year 


> Where increasing compact car competition will cause further squeeze on 
1961 profit margins despite absence of special costs 


LTHOUGH continued growth of the economy 

together with the rising trend toward two or 
more cars per family point to greater domestic auto 
demand in the years ahead, the major manufac- 
turers are giving increased recognition to the more 
rapidly expanding markets overseas. The chairman 
of General Motors recently predicted that foreign 
demand for cars and trucks, now making up about 
40% of Free World unit sales, would account for 
more than half the total by 1970. Of course, while 
greater growth in foreign areas is no doubt an 
important stimulus, other factors are also playing 
a part in recent announcements by General Motors 
and Ford of proposed increased capital expendi- 
tures abroad. Whereas in this country large compa- 
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nies have often found themselves on the defensive 
with respect to government policies and actions, the 
political atmosphere has become generally more 
appealing in many foreign countries, particularly in 
western Europe. The continuing outflow of gold from 
the United States may also have influenced automak- 
ers’ plans for expansion abroad inasmuch as foreign 
assets would tend to become more valuable in the 
event of devaluation of the dollar. In many countries 
corporate taxes are lower, and currencies equally 
stable. Moreover, expansion is encouraged through 
liberal depreciation allowances and other means. 


Effect of Imports and Exports on Foreign Expansion Plans 
Introduction of American compact cars has at 
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Statistics on Latest Passenger Car Production and Earnings of Auto Manufacturers 

















(000) Total (000) Total 


Passenger Car Production -——_—_Ist 9 Months ————_— Earned _ Indic. 
For 10 Months Ended October 31 ———Net Sales———-—-Net Earnings—- Per 1960 
1959 1960--—_—- Per Share Share Div. Price Range Recent Div 
Cars % Cars % 1959 1960 1959 1960 1959 Per 1959-60 Price Yield 
Prod. of U.S. Prod. of U. S. Share * % 




















Prod. Prod. -(Millions)——— 
American Motors ..................0 325 6.7% 403 7.2% $688.71 $865.0! $2.79! $2.44! $2.68 $1.20 32%4- 812 19 6.3% 
SI aidan tusabccspiencassisarentvared 614 12.6 895 16.0 1,964.3 2,385.6 2.73 2.84 462 1.50 7258-40 39 3.8 
I csi srspaingiisinentoncstoanute 1,446 29.8 1,578 28.3 3,991.2 3,862.9 6.19 5.76 8.23 3.30 9312-5034 64 5.1 
III cccasccarscnsccavensses 2,330 48.1 2,606 46.7 8,857.1 9,309.7 2.55 2.45 3.05 2.00 5872-41 41 48 
Studebaker-Packard ................. 128 2.6 92 1.6 284.9 241.4 2.40 02 4.36 —- 29\4- 7% 8 - 
*—Estimate of indicated dividend rate. 1__9 months ended June 30. 
d—Deficit. 2—Year ended 9/30/1960. 
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least temporarily stemmed the rising tide of foreign 
cars imported into this country. In the first nine 
months of this year new foreign car registrations 
accounted for slightly more than 8% of all new cars 
registered. This represents a Smaller market pene- 
tration than last year when about 10% of new cars 
sold were of foreign make. However, the imports 
still hold a greater percentage of the domestic mar- 
ket than in any year prior to 1958, and the popular 
German Volkswagen continues to make impressive 
gains, 

For the entire year, foreign car sales may fall to 
about 500,000 units from the record level of more 
than 600,000 in 1959. Interestingly enough, most of 
the decline will be reflected in reduced sales of the 
so-called captive brands in which American compa- 
nies have an interest. These include Opel and Vaux- 
hall (General Motors), British Ford and Taunus 
(Ford), Metropolitan (American Motors), Simca 
(Chrysler) and Mercedes-Benz (Studebaker-Pack- 
ard). Thus, the advent of domestic compact cars 
has not only reduced demand for standard size 
models but has also restricted foreign business of 
American car manufacturers. Moreover, recent new 
compact model offerings combined with possible 
lower domestic demand for cars may further curtail 
importation of foreign cars into the United States 
next year. Nevertheless, the major auto makers 
here are convinced of the large potential markets 
for foreign cars in this country and elsewhere. 

In view of the efficiency with which the U.S. 
automotive industry can mass-produce cars, it might 
be assumed that markets abroad could be served by 
exports from this country. Actually, exports of 
American cars have dwindled sharply during the 
past few years, from 254,000 in 1955 to 117,000 
in 1959. 

Some improvement is expected this year and some 
industry sources even believe exports can recover to 
300.000 units within a few years, aided by compact 
models which could be more popular overseas. Ex- 
ports of this size have little significance, however, 
in relation to the huge capacity of the U.S. auto 
industry. Little likelihood exists that exports will 
account for a large portion of U.S. car output in the 
foreseeable future. Therefore. domestic producers 
must seek or establish manufacturing facilities in 
other countries if they intend to share in rapidly 
increasing markets abroad. 


Why Foreign Markets Require Foreign-Built Cars 
It is well known that high labor costs in this 
country often prevent American industry from 
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effectively competing in world markets by means of 
exports. However, this is not the dominant factor 
explaining the low level of car shipments to foreign 
countries. Demand abroad is limited primarily to 
models which are even smaller than the compact 
cars now being produced in this country. High gaso- 
line and road taxes are compelling demands for 
consumer acceptance of these low-cost cars which 
consume small quantities of gas. It is virtually im- 
possible for American auto manufacturers to pro- 
duce such cars in sufficient volume to make costs 
competitive with those of foreign producers, since 
domestic demand for these smaller models would be 
negligible. High tariffs in many countries also raise 
the cost. to foreign consumers. A Ford made in 
Germany sells for about $1,300, but the compact 
American-made Ford Falcon, selling at $2,000 in 
this country cannot be sold for less than $3,500 in 
Germany. 


American Companies’ Plans Abroad 


All of the major domestic car manufacturers 
possess interests in foreign auto production by one 
means or another, and in a number of countries 
they represent a sizable segment of total production. 
In Canada, car production is derived entirely from 
facilities owned by Chrysler, Ford, Studebaker-Pack- 
ard and General Motors, with the latter accounting 
for more than half of total Canadian output. 

In 1959 Ford increased its interest in Ford Motor 
Company of Canada from 27'1,% to 75% at a cost 
of about $145 million. American Motors will soon 
commence production of cars in Canada upon com- 
pletion of a new plant in Toronto. In the past the 
company has been exporting cars to Canada. 

As might be suspected, giant General Motors has 
the greatest stake in foreign operations, followed by 
Ford and Chrysler. However, Ford’s overseas invest- 
ments constitute a larger portion of its total assets 
than do those of the other major domestic car 
producers. 

In the first nine months of 1960 Ford’s equity in 
net income of unconsolidated subsidiaries and for- 
eign branches, comin largelv from foreiem sources, 
rose fo $61 million from $33 million in the corre- 
svondine period last vear. This reflects in nart the 
lareer interest now held in Ford of Canada. Ford 
has recently announced its offer to acquire the re- 
mainine interest in 54.6%-owned Ford of Eneland 
for a total of some $360 million. Consummation of 
the offer would permit more rapid expansion in over- 
seas markets, In addition. some $138 million is bein 
exvended abroad this year and the company plans to 
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invest another $220 million similarly next year. 
Some idea of the magnitude of these outlays can be 
gathered by comparison with 1955 when the value 
of all facilities abroad was stated at roughly $200 
million. Present facilities outside the U.S. are valued 
at about $500 million. 

General Motors anticipates spending approxi- 
mately $500 million overseas during the next two 
years for plant expansion, equipment and tooling in 
19 countries. The company’s gross investment in 
overseas property, plant and equipment has risen 
from $287 million at the end of 1954 to $679 million 
at the close of last year. 

In Germany, General Motor’s Opel holds second 
place behind Volkswagen with respect to cars pro- 
duced. The company’s Vauxhall subsidiary occupies 
third place in England behind British Motors and 
British Ford. 

Chrysler’s representation in foreign countries is 
small compared to General Motors and Ford. At the 
end of 1959 the company’s investments in associ- 
ated companies outside the United States amounted 
to roughly $45 million. However, Chrysler has also 
taken steps to increase its participation in foreign 
markets with acquisition in 1958 of a 25% interest 
in Simca—a French auto company. In 1959 assem- 
bly of Simca vehicles began at plants in England, 
Venezuela, Mexico, South Africa and Australia. This 
year, Valiant cars are also being assembled in most 
of these countries as well as the Netherlands. Con- 
sideration is being given to further expansion 
abroad. 

American Motors and Studebaker-Packard both 
have marketing arrangements for distribution of 
European cars in this country and also small for- 
eign manufacturing facilities for auto production in 
markets outside the U.S. 


Domestic Sales and Production at High Levels 


Aided by new compact car introductions, auto 
sales in this country have shown remarkable 
strength in view of declining consumer demand for 
new homes and appliances. In the first nine months 
of this year domestic new car registrations were up 
almost 9% from the corresponding period of 1959. 
A good portion of this gain was, to be sure, at the 
expense of foreign imported car sales, which de- 
clined more than 13%. 

The 1961 model cars have been well received by 
the public and it appears that fourth quarter unit 
sales will exceed those of any previous final quarter 
in history with the exception only of the last three 
months of record 1955. In November, sales of 
Chevrolets, Cadillacs and Ramblers reached new 
peaks for the month. 

Inasmuch as sales in the latter part of 1959 were 
adversely affected by the steel strike, results for the 
entire year will compare more favorably with 1959 
figures than did the first nine months. Thus, domes- 
tic new car registrations are expected to reach 
6,050,000 units this vear, a gain of more than 11% 
over 1959 and the third best auto year on record 
from the standpoint of units sold. Registrations of 
foreign cars in 1960 are likely to fall to 500,000 
units from about 610,000 last year, bringing total 
car sales in the U.S. to about 6,550,000—an increase 
of almost 9% over 1959. 

Auto production—which is more closely tied to 
profits than retail sales—has shown a much sharper 
increase of 21% in the first 11 months of 1960 and 
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output for the entire year may be in the neighbor- 
hood of 6,700,000 units, up roughly 20% from 1959. 
It is evident that production has been well in excess 
of domestic sales and, although exports account for 
part of the difference, the principal reason can be 
ascribed to the large increase in inventories—from 
566,000 units at the beginning of 1960 to 971,000 
in late November. Unless production is cut back 
more than presently anticipated, inventories of new 
cars may be in excess of 1,000,000 units by the 
year-end. 

Moreover, stocks of unsold foreign cars in this 
country are currently estimated at close to 125,000. 
Although inventories at the start of this year were 
somewhat depleted as an aftermath of the steel 
strike, present stocks must be considered well in 
excess of normal despite the required stocking of 
additional compact models. 


How Dollar Sales Are Being Affected 


Despite strong production gains this year, indus- 
try sales are likely to show only modest improve- 
ment over 1959. This reflects further inroads by 
compact cars, which have increased their share of 
the market from 10% in 1959 to about 30% in 
recent months. If consideration is given to imports 
of foreign cars (most of which are smaller than the 
domestic compacts) , the market penetration by small 
cars is considerably greater. In terms of production, 
domestic compact autos have made even greater 
gains of late. Approximately 35% of the 1961 model 
cars produced so far have been compacts. 

Some idea of the extent to which dollar sales are 
penalized whenever a compact car is sold in place 
of a standard-size model can be obtained by com- 
parison of prices between a standard Ford such as 
the four door, six cylinder Galaxie sedan, and a 
compact Falcon four door sedan. The larger Ford is 
priced at $2,600 before excise taxes and freight 
charges, whereas the smaller model on the same 
basis would command a price of only $1,990. Stated 
another way, it takes about four compact cars to 
achieve the same volume of dollar sales formerly 
received from sale of three standard size cars. 

Other factors limiting the increase in dollar vol- 
ume as compared with unit sales include smaller 
purchases of optional equipment by compact car 
buyers, and less demand for medium-priced cars. 
Furthermore, while American Motors has raised 
prices on some 1961 models, prices for other brands 
of 1961 compact cars have been lowered. Also, the 
elimination of some medium-priced models and 
price reductions on other medium-priced lines have 
contributed to lower average prices on new models. 


What About Profits? 


In the first nine months of 1960 the auto industry 
experienced an earnings decline of about 5% from 
the corresponding period of 1959 despite an overall 
gain in dollar sales approximating 6%. 

Among the major companies, only Chrysler, which 
had been hard hit in early 1959 by a glass strike 
and unusually heavy model changeover costs in the 
third quarter, was able to show higher earnings for 
the period. Increased costs resulting from additional 
new compact car introductions and as an aftermath 
of the steel strike were major factors behind re- 
duced profit margins through September of this 
year. However, industry earnings in the final quarter 
of 1960, aided by a high(Please turn to page 364) 
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DOMESTIC OILS 
AS INVESTMENTS TODAY 






By DONALD T. IRWIN 


& Domestic oil companies start to meet the challenge — in the face of 
the great shifts taking place in the international oils 

& Steps taken —where real progress is being made —the increasing 
diversification into outside fields and petro-chemicals 

& The investment position of the individual companies today 


* “The growing determination to adapt to what 
may be a permanently different environment 
for oil promises to build a sounder and stronger 
industry in all its branches,” declared a recent edi- 
torial in a leading petroleum publication. 

While it has taken over two years for this deter- 
mination to blossom forth, oil men are finally fig- 
uratively starting to roll up their sleeves and wade 
in, instead of merely sitting on the sidelines and 
waiting for the consumer to alleviate their problems 
with increased demand, or for Washington to come 
to the industry’s rescue with a regulatory cure-all 
program. 

Reduced capital expenditures, especially in areas 
where over-capacity exists; greater emphasis on 
cost-control through staff reductions and efficiency 
and modernization programs; intensified efforts at 
diversification into related industries with better 
profit and growth potential (such as natural gas, 
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petro-chemicals and natural gas liquids); an in- 
dustry-wide trend toward consolidation; and the 
exercise of restraint in production, have led in recent 
months to an improvement in the climate surround- 
ing the domestic petroleum industry. 

Though a multitude of problems remain to be 
solved, and there is no early expectation that the 
industry will once again be characterized by the 
vitality experienced during the post-war decade, the 
immediate outlook for the petroleum industry in 
the U.S. appears far less hopeless than the prophets 
of gloom were forecasting earlier this year. 

Earnings results of representative petroleum 
companies for the first nine months of 1960, par- 
ticularly those of the third quarter, when compared 
with the earnings of manufacturing concerns in 
general provide a yardstick for measuring the prog- 
ress which has been made to date. The First Na- 
tional City Bank of New York’s tabulation of nine 
months earnings for twenty-nine petroleum pro- 
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Financial Statistics on 27 Leading Domestic Oil Companies 




































Indicated Ist 9 Month Indic. 
Under- Net Per Earned Per 1960 Price Range Div. 
lying Net Sales Share Share Div. 1959-60 Recent Yield 
Value Per 1959 1960 1959 1960 1958 1959 Per Price % 
Share | ——(Millions)—— Share * 
Amerada Petroleum ...................s000000 $143 $76.6 $76.0 $2.78 $2.85 $3.56 $3.81 $2.60 106%4-55 66 3.9% 
Ashland Oil & Refining ..... mae 36 300.63 303.6% 2.103 2.123 1.51 2.10 1.00 2534-18 19 5.2 
Atlantic Refining ................ — 97 401.2 410.7 2.70 2.92 3.86 3.19 2.00 53-31% 40 5.0 
Champlin Oil & Refining ... 37 63.8 63.8 1.43 1.43 1.70 2.00 1.00 25¥2-17% 22 4.5 
Cities Service Co. .................. 122 733.8 705.3 2.54 2.47 3.57 3.96 2.40 6434-3958 44 5.4 
Continental Oil ...... ine 576.4 589.5 2.15 2.15 2.40 2.85 1.70 6934-40 53 3.2 
Cosden Petroleum ............ccss:ssecseeseeseees 24 44.94 42.94 994 814 1.574 1.591 1.00 24%-18% 19 5.2 
Kerr-Mc Gee Oil Indust. 61 38.8 46.1 535 1.59 2.132 = 2.717 1.30 7032-365 58 2.2 
Louisiana Land & Explor. .. pause 27.9 33.1 1.58 1.91 1.94 2.21 1.80 6212-42% 56 3.2 
Phillips Petroleum ....................:ccs:c00000 68 882.0 902.3 2.25 2.30 2.45 3.05 1.70 53%-41 53 3.2 
I ss cocaassactssascanasinasesassncanen 46 N.A. N.A. 1.09 di 1.79 .84 .506 3136-15 22 — 
WIND anscteseacesses 84 461.7 487.3 2.21 2.04 3.35 3.32 1.60 4812-2738 32 5.0 
Quaker State Oil Refining 3277 41.4 40.3 2.14 1.65 2.29 2.89 1.60 277-24 27 5.9 
ee 137 201.7 211.8 4.50 5.14 5.00 6.95 3.50 111 -6834 86 4.0 
Shamrock Oil & Gas ... — 43.4 49.0 2.00 2.07 2.62 2.64 1.60 4612-297 40 4.0 
a ESI PIER SCORER EI 50 1,347.2 1,354.2 1.72 1.72 2.12 2.43 1.10 452-3014 40 2.7 
BRN sicsiteaeoinasGieeaenton 103 915.1 903.6 2.25 2.24 3.23 2.95 2.00 677%-33 34 5.8 
Skelly Oil 114 192.1 187.7 3.33 3.02 4.82 4.87 1.80 744-37 43 4.1 
Standard Oil of Indiana 98 N.A. N.A. 2.97 2.87 3.29 3.90 1.407 5212-35 44 3.17 
Standard Oil of Kentucky .................... 3977 306.6 311.4 4.29 4.01 5.40 5.65 3.25 7412-59 70 4.6 
Standard Oil of Ohio we. (82 288.9 294.9 3.59 3.51 4.82 5.02 250 64%-44%. 49 5.1 
ee aaa WW 559.7 544.8 2.74 2.83 2.73 3.48 1.008 653%4-42% 49 2.0 
Sunray Mid-Continent Oil .................... 44 341.0 344.6 1.57 1.48 2.14 2.25 1.32 297%-2012 23 S7 
Texas Gulf Producing ae 12.1 12.0 7 85 99 ~—«*1.04 60 39%-21% 24 2.5 
Texas Pacific Coal & Oil ........ccccccessee. 53 19.6 19.6 1.33 1.48 1.61 1.85 1.20 3934-202 26 46 
ee 62 415.4 434.6 1.76 2.01 4.03 2.23 2 2912-165 20 — 
Union Oil of California... 103 378..1 398.5 2.43 2.78 3.18 3.35 2.008 53%-34 44 45 
*—Estimate of indicated dividend rate. 1__Years ended April 30, 1959 and 1960. 
N.A.—Not available. 2_Years ended June 30, 1959 and 1960. 
d—Deficit. 3__Years ended Sept. 30, 1959 and 1960. 
~-—Value of reserves, average, working capital and other assets 4__§ months. 
per common share after deducting debt and preferred stock %—Quarter ended Sept. 30. 
where applicable. 6—Plus stock, Sept. dividend omitted. 
+t—Book value figure; Co. owns no reserves or prospective aver- 7—Plus 1/65 share of S.O.N.J. stock with cash value at $0.63 
age. per 1/65 share. 
x 


Amerada: Nation's largest independent oil exploration and producing 
company possessing extensive reserves and acreage holdings. Greater 
diversification being secured through foreign activities, particularly in 
lybia. B2 

Ashland Oil & Refining: Primarily a refiner and retailer, with position 
strengthened by well-entrenched relationship. with ‘‘private brand’’ mar- 
keters. B2 
Atlantic Refining: Strong East Coast marketing position. Longer term 
prospects enhanced by increasing emphasis on petrochemicals and greater 
degree of integration achieved in recent years. B2 

Champlin Oil and Refining: Integrated company with tightly knit Mid- 
Continent refining and marketing system. Crude position improving. 62 
Cities Service: Major East Coast refiner and marketer providing above 
average yield on well-protected dividend. 


Continental Oil: Aggressive management building improved earnings 
base through domestic expansion, increasing emphasis on petrochemicals 
end development of overseas reserves. A 

Cosden Petroleum: Fifty-three percent owned by W. R. Grace & Co. Im- 
proving crude and petrochemical positions could reverse somewhat dis- 
appointing earnings trend during the yeurs ahead. 


Kerr-McGee: Uranium, helium, boran and gas interests supplement inte- 
grated petroleum activities to provide a well diversified participution in 
future energy growth. Uranium profits becoming of increasing im- 
portance. Cl 

Lovisiana Land: Company holds large oil and gas royalty interests in 
Louisiana. Exploration and development of deeper zones should result 
in substantial reserve additions. Five year trend of constantly increas- 
ing dividends expected to be maintained. B1 

Phillips Petroleum: Quality company with heavy stake in petrochemicals, 
natural gas and natural gas liquids providing greater than average 
growth opportunities. AT 

Plymouth Oil: Small integrated company with unsatisfactory earnings 
from marketing and refining operations. Profit-picture further deflated 
recently by non-recurring write-offs. 

Pure Oil: Acquisition of Woodly Petroleum and Lisbon Dome crude dis- 
covery improving Pure’s self-sufficiency. Strong crude and natural gas 
reserve position. 

Quaker State: Small refiner and marketer with emphasis on high-grade 
lubricating oils and greases. Above-average yield reflects stable earn- 
ings trend and prospects. C2 

Richfield Oil: Favorably situated in growing California market. Prospects 


Plus stock. 
Paid 5% stock. 


enhanced by development of Alaskan reserves and significant step-up 


in natural gas sales. Bl 

Shamrock Oil & Gas: Integrated Mid-Continent company with efficiency 
program and extensive natural gas reserves likely to benefit future 
earnings... .B1 

Shell Oil: A leading domestic integrated company with favorable ex- 
ploration record, and outstanding petrochemical postiion. 

Sinclair Oil: Attractive yield available from lower dividend rate estab- 
lished earlier this year. Third quarter earnings comeback expected to 
continue during fourth quarter. B3 

Skelly Oil: Strong position in liquified petroleum gas and aggressive 
exploration and development program provides base for possible restora- 
tion of earnings to former levels. B4 


Standard Oil (Indiana): Leading Mid-West refiner and marketer now 








benefiting from improving crude self-sufficiency and cost reduction 
program. 

Standard Oil (Kentucky): An important Southeast marketer. Government 
suits instituted in 1958 to lessen Comp ‘s dep ice on Standard Oil 


(N. J.) as a source of supply has led to rumors of possible merger 
with another large company. 

Standard Oil (Ohio): Improving product prices and more efficient oper- 
ation of newer facilities should aid profits of this refiner and mar- 
keter on balance. B2 

Sun Oil: Petrochemical operations assuming greater importance, but 
East Coast product prices will continue to exercise dominent influence 
over earnings of this medium sized integrated concern. B2 


Sunray Mid-Continent: Increased exploration expenditures temporarily 
offsetting effects of company’s improving marketing position. Shares 
provide attractive yield. B4 

Texas Gulf Producing: Historically a domestic producer, future earnings 
prospects enhanced by sale of natural gas liquids from Headlee Field 
in West Texas, and activities in Lybia. B2 

Texas Pacific Coal & Oil: Domestic producing company with substantial 
assets placing increasing emphasis on accumulation of reserves outside 
of Texas. Bl 

Tidewater Oil: Medium sized integrated company with announced policy 
of paying neither cash nor stock dividends for at least next five years. 
Earnings could benefit from efficiency program and proposed recapitali- 
zation. 

Union Oil of California: Important West Coast marketer, with substan- 
tial equity interests held by Phillips and Gulf Oil. B 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 


1—Improved earnings trend. 
2—Sustained earnings trend. 


3—E£arnings up from the lows. 
4— Lower earnings trend. 
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ducers and refiners shows a gain of 5.2% over 1959, 
in contrast to a 6.9% decline for 509 other manu- 
facturing concerns representing all major industry 
groupings, with the exception of iron and steel 
which we have excluded from this comparison due 
to the impact of the steel strike on the operating 
results of such concerns during the 1959 third quar- 
ter. Virtually all of the increase recorded by the 
petroleum companies occurred in the third quarter, 
during which period earnings were up 14.4% from 
those of the comparable 1959 quarter. 

Refiners’ Margins Key Factor 


Though domestic demand for petroleum and re- 
lated products rose 4.8% during October relative to 
the same month last year (a gain that is somewhat 
misleading in that it reflects weakness in 1959 when 
the Federal gasoline tax was increased rather than 
strength in 1960), increased demand had little to do 
with the industry’s third quarter earnings come- 
back. During those three months demand was only 
1.5% greater than for 1959, with the month of 
September actually running 2.4% behind last year. 

Despite this somewhat disappointing demand per- 
formance, the emergence of industry statesmanship 
and strict prorationing policies by regulatory au- 
thorities held the gain in new supply to only 
2.7%. Texas allowable producing days totaled 11% 
less than in 1959. The result—a 10.2% decline in 
crude stocks relative to last year during July, a 
12.8% reduction in August and a 10.5% decrease 
in September. With smaller stocks of crude on hand, 
refinery runs were up only modestly during the 
quarter from an average of 7.9 million barrels per 


day in 1959 to an 8.2 million barrel average during 


the 1960 period, a gain of 3.2%. 

With refinery runs more in balance with demand 
than they had been for some time, refined product 
prices continued the upward trend which had com- 
menced in June. Data compiled by the Indepen- 
dent Petroleum Association of America reveals the 
average price received per barrel for four major 
products climbed from $3.78 in June to $3.86 in 
July, $3.93 in August and $3.95 in September. Crude 
prices continued firm at the $3.00 level during the 
third quarter as they had through most of the year 
to date. Refiners’ margins (the spread between the 
average cost of a barrel of crude and the value of 
the product derived therefrom) moved sharply up- 
ward averaging $0.911% for the three months, the 
highest for any quarter since the initial three 
months of 1959, and the best showing for any third 
quarter since 1957. This compares with an average 
margin of $0.7514 for the first half of 1960, an 
improvement of over 20%. 

It was this higher profitability of refining opera- 
tions which more than anv other factor contributed 
to the industry’s marked third quarter earnines im- 
provement, and it was those companies heavily en- 
gaged in refining activities which made the best 
comparative showings. 

On a per share basis, earnings of Sinclair Oil were 
up 62%, Standard Oil (Ohio) 43%, Atlantic Refining 
40%, Tidewater 39%, Standard Oil (Indiana) 36% 
and Sun Oil 18%. Higher refinery margins on their 
domestic operations was also important to the in- 
ternational concerns, all of which experienced im- 
proved third quarter earnings, but of a lesser mag- 
nitude than that reported by most domestic petro- 
leum companies. 
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Refiners on Balance Heavily Leveraged 

The gross refinery profit remained at $0.95 per 
barrel in October, compared with $0.80 a year ago, 
and current indications are that experience in 
November and December will be somewhat similar, 
providing winter weather is at least as cold as it 
normally is (last winter was warmer than usual) 
and refiners maintain throughout at reasonable 
levels. Refiners’ margins averaged $0.79 in the final 
quarter of 1959. Thus fourth quarter year to year 
earnings comparisons could be as favorable as those 
of the prior quarter, and it now appears possible 
that the industry’s earnings for the year as a whole 
may average as much as 8% in excess of those of 
1959. 

Though there are numerous factors which influ- 
ence the variation in any particular company’s earn- 
ings from one period to another which can be 
neither anticipated nor measured, it is possible to 
calculate the theoretical effect of a change in prod- 
uct prices on the net income of a company by apply- 
ing a given factor to its volume of product sales. 
With the likelihood of refiners’ margins continuing 
at high levels at least through the close of 1960, and 
probably into the first quarter of 1961 (especially 
when contrasted with the $0.752 average for the 
similar 1960 period), it is an opportune time to ex- 
amine the results of such a calculation. Using the 
normal volume of refined products sold based on op- 
erational data over a period of years, and then ap- 
plying a 52% tax rate to the resultant sales incre- 
ments, the following figures indicate the theoretical 
post-tax change in per share earnings which will oc- 
cur for representative companies, given a 14¢ per 
gallon variation in product prices for a full year: 
Cities Service $1.62, Richfield $1.35, Sinclair $1.06, 
Standard Oil Ohio $0.94, Union Oil of California 
$0.88, Atlantic Refining $0.85, Pure Oil $0.70, 
Standard Oil (Indiana) $0.69, Shell Oil $0.66, Skelly 
Oil $0.50. Phillips Petroleum $0.41, Continental Oil 
$0.33, Sunrav-Mid-Continent $0.25 and Shamrock 
Oil & Gas $0.22. While it not anticipated that the 
earnings of any of these companies will act pre- 
cisely in the manner indicated, these figures are 
helpful in revealing the relative sensitivity of these 
concerns to product price changes. 


Import Quotas Getting Results 


There is no way of measuring how much of the 
improved supply-demand balance of recent months 
has actually been due to the self-imposed restraint 
of refiners, and how much has resulted from forces 
over which they have little control. It is clear how- 
ever, that the decision was not theirs alone. With 
Texas restricting crude production to eight allow- 
able days for each of the first five months of the 
1960 second half, and nine days in December, crude 
stocks recently fell to their lowest level in fourteen 
years. In order to avoid a further reduction of crude 
inventories (which were already considered by the 
industry as being undesirably low), a curtailment 
of refinery operations became necessary in order to 
avoid the possibility of crude shortages in later 
months. 

It is doubtful though that the mechanics of this 
crude-refinery run relationship would be effective as 
a means of maintaining new supply at reasonable 
levels were it not for the mandatory import restric- 
tions established in April, 1959. While individual 
companies are assigned (Please turn to page 365) 
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HE number of companies seeking the prestige 

of a New York Stock Exchange listing reached 
a new high record this year to date of 54 new- 
comers, compared with the previous high of 50 
companies in 1946, against 41 companies admitted 
last year. 

There is little doubt that an increasing number 
of corporations now qualified for listing are tak- 
ing this step to permit the successful carrying out 
of financing plans, either immediate or in the fu- 
ture, and to attract an investment following that 
would broaden the market for their shares which 
the prestige of the New York Stock Exchange 
would make possible. 

In this respect, the record number of listings 
are a sign of the times—an outgrowth of the new 
industrial diversification of recent years, wherein 
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APPRAISING 
1960 NEWCOMERS TO 


THE NEW YORK STOCK EXCHANGE 


By EDWIN CAREY 


a large number of small companies have developed 
products and processes of one kind or another 
that are particularly designed to meet the needs of 
this revolutionary age. 

A number of these companies are still in a rather 
speculative stage, and their shares sell at prices 
that represent high multiples of their earning pow- 
er and dividends. In many instances, this listing 
has thrown the spotlight on the company’s affairs, 
and enabled them to secure the necessary financ- 
ing and broadened the interest in their shares— 
for the buyers of these stocks had the advantage 
of knowing they were safeguarded by Exchange 
requirements of full and periodic disclosures of 
a company’s activities, earnings and financial posi- 
tion. 

There has always been a number of firms that 
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New 1960 Listings on the N. Y. Stock Exchange 


Net Earnings —Ist 9 Months— Indic. 























| 





Per Share Earnings Per 1960 Recent 
Share Div. Per Price Comments 
Rating 1958 1959 1959 1960: Share * 
American Hospital Supply Corp. ..... A-1 $1.33 $1.47 $1.15 $1.16 $ .65 57 _4xcellent past record and need for more hospitals 


enhance long term outlook. Stock not cheap how- 
ever, at 35 times estimated 1960 net of $1.60. 
i i ~ Has growth prospects, 65% of sales on photocopy 

American Photocopy Equipment Co. B-1 -90 1.42 1.02 1.30 75 80 sagen, 2% ieee, seat lies. Net could top 
last year’s $1.42 by 20%. 

Armstrong Rubber Co. ..................... B-4 2.08 3.47 3.474 2.914 1.40 30 Sears, Roebuck accounts for nearly 50% of the 
sales. Net moderately downward as tire prices 
weaken. 

Aro Equipment Corp. .............000 B-4 1.90 2.05 1.50 1.46 1.00 20 Small company specializing in pneumatic air tools, 
lubrication equipment and aircraft accessories. ‘60 
net down only slightly. 

Basic Incorporated .................ccc000000 c-4 98 1.81 1.36 1.89 1.00 15 Earnings off sharply this year with sales of refrac- 
tary products to the steel industry the principal 
line. 

Bell Intercontinental Corp. ............... C-2 1.77 1.26 56 78 .509 13 Speculation on reinvestment of funds provided from 
sale of Bell Aircraft assets. 





PP 





Borman Food Stores Ine. .................. B-1 1.281 1.481 297 422 .609 27 Continued favorable outlook for this operator of 
57 supermarkets in Detroit area. 


Bh I I sos ccacesesexsessapsacasnsszane B-2 2.23 2.57 1.63 1.64 1.40 30 Net per share should top last year's $2.57 for 
' this large West Coast department store. 


FM Ie access sccceiesecsscnecccncess c-4 .96 1.23 .90 74 -40 10 Producer of inner tubes, brake linings, bicycle 

i tires and extracted rubber products may earn 
25% less than in 1959. 

Central Soya Co., Ine. ..........cc0eccceeees C-4 2.97 2.52 2.523 1.503 1.109 22 This large soybean processor and seller of live 
stock and poultry feed depressed by low prices 
prices. 

Cleveland-Cliffs Iron Co. ..........0.000.. B-4 3.21 2.43 2.10 3.35 2.00 37 With excess supplies of foreign iron ore on U. S. 


docks, management has pessimistic view. 


Coca-Cola Bottling Co. of N.Y., Inc. B-2 1.06 1.61 1.34 1.18 1.00 22 World’s laraest bottler of Coca-Cola serving 10% of 
U_S. population. Also sells Hires Root Beer and 
other drinks. 

Cooper Tire & Rubber Co. ................ C-4 1.50 2.01 1.087 .257 — 6 Small producer of tires suffering from earnings 

° decline typical of industry, though drop more 
Pronounced for Cooper. 

Copeland Refrigeration Corp. ......... C-1 .99 1.78 1.78% 2.50% 1.00 24 Maker of compressor and condensing units for 
commercial refrigeration doing well with strong 
foreign interests. 

Dentists Supply Co. of N. Y. ........... C-1 2.16 1.51 1.07 1.28 1.25 24 leading manufacturer of artificial teeth showing 
improved earnings this year with 9 months net 
nearly 20% over a year ago. 

Di Giorgio Fruit Corp. ...................... C-1 1.03 78 52 .67 .60 17 Producer, harvester, and marketer of fruits and 

‘ wines sold for national distribution indicates sta- 
bility this year. 

Du Bois Chemicals, Inc. .................... C-1 -92 1.03 49 56° .40 16 Producer of cleaning and processing compounds 
for industrial and commercial use. Earned 725¢ in 
3rd quarter vs. 24c a year ego. 

Ekeo Products Co, ........0....cccccccsssssece B-2 2.86 4.06 2.81 2.36 2.00 35 leading maker of housewares, commercial baking 
equipment and builders hardware. Offers moderate 
growth but has cyclical swinas. 





Engelhard Industries, Inc. ................ B-4 .32 2.29 1.24 1.11 .80 18 Fabricator from such precious metals cs platinum, 
i | gold and silver, includina electrical uses and for 

catalysts. 
First Charter Financial Corp. ........ B-1 1.37 1.67 1.20 1.48 10 27 As owner of six West Coast Savings & Loan As- 
sociations, further growth indicated over long 

term. 

| Giant Portland Cement Co. ............. B-4 1.45 1.94 1.24 1.08 .80 16 Small but growing producer in South Carolina and 
Pennsylvania. Earnings trend downward slightly 

this year. 
| Great Western Financial Corp. ........ .B-2 1.84 2.28 1.91 1.79 249 29 Owner of savings and loan associations should do 
well, with government stimulating housing con- 

struction. 
| Gustin-Bacon Mfg. Co. ..........-.c00000 B-2 1.4311 1.6011 1.00 1.13 .50 31 Fiberglass products should do well over long term 


though near term outlook promises little more 
than stability. 

2d | Holt, Rinehart and Winston, Inc. ..... B-1 1.01 1.25 — 027 409 50 Wide text book coverage obtained through recent 
merger. Long term outlook good. 




















er 
| 
of | Hoover Ball & Bearing Co. ............... C-4 1.67 1.52 1.526 1.156 .60 22 New plastic molding machine shows promise, but 
| acquisition may become too diversified for effective 
} control. 
ar | Indiana General Corp. ...............000. C-1 1.01 1.38 — 91 .60 36 leading producer of permanent magnets accounting | 
| for 25-30% of industry sales. Used in electronics, 
Es materials handling and teleph 
v= International Resistance Co. ............ B-1 37 1.29 1.088 1.238 42 28 Electronic component producer with long term ap- 
peal. Sales at $22 millions. 1960 earnings estimated 
ig at $1.50 a share. 
S, Jonathan Logan, Ine. .................00000. C-1 .40 59 44 55 .70 16 Producer of women’s dresses and sportwear. Earn- 
= ings have continued to improve so far this year. 
DY siti dra aes ee ere See panna aane - 
— | 
re *—Estimated dividend rate. 4__Years ended Sept. 30. 5—42 weeks ended Oct. 23. 
re 1_Years ended June 30, 1959 and 1960. *—6 months ended August 31. 9—Plus stock. 
of *—Quarter ended Sept. 30. 6_Years ended July 31. 10__5% stock. 
‘ 3—Years ended August 31. 7—1st 6 months. 11__Years ended 9/30/1959 & 1960. 
file 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—Earnings up from the lows. 
at B—Good grade. D—Unattractive. 2—Sustained earnings trend. 4—Lower earnings trend. 
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New 1960 Listings on the N. Y. Stock Exchange—({Continued) 








Rating 


Net Earnings 


Per Share 


1958 


1959 


Earnings Per 


—Ist 9 Months— Indic. 


Share Div. Per 


1959 


1960 Share * 


1960 Recent 
Price 


Comments 





Jorgensen (Earle M.) Co. .................. Cc-4 

| K.V.P. Sutherland Paper ................... B-2 
Ling-Temco Electronics, Inc. .............. C-2 
| Marquardt Corp. ..........:ccccsceeseseeeees C-4 
| I ER ID GG ase issscintcczecnsosiscisserens C-1 
Mc Kee (Arthur G.) & Co. ....0............ C-4 
Norris-Thermador Corp. ............:00005 C-4 
| Northwestern Steel and Wire Co. .... C-4 

| Clin Oil & Gass Corp. .....cccrcscrcccssseese C-4 
Orange and Rockland Utilities Inc... B-1 
Pan American Sulphur Co. ............... C-4 


PUN IRIE SIONS siciascecsasaciniiacinsscccesssccsss B-1 





Pfaudler-Permutit, Inc. ...................0 B-1 
Raymond International, Inc. ............. C-4 
Ne Bi I sicsisisicestssacsnssaiscnns B-1 
BE ge assis sas ncnssirsvacrcaicarnces B-2 
Southeastern Public Service Co. ....... B-1 
Spartans Industries, Inc. ................... C-1 
Standard Financial Corp. ................. B-2 
SN IG iss cscs nisscsscsisccsssssenssaass B-1 
Suburban Propane Gas Corp. .......... B-1 
Torrington Company ..............cccccees C-2 
WNmAIOe BB COs. asics ssccssescessesessiss C-2 
Transitran Mlectric Corp. ...........00.0.. B-1 
United Industrial Corp. ...............000. C-1 
WONG CRUMB IY saisissessccscsscassscsecscesss c-1 


mg 0 I GO. osc ccsscscsssaseccccnss . B-1 
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1.205 1.50 


-304 -90 


73% 1.00 
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1.29 1.10 


1.07 1.00 
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Buys steel and distributes it in 8 Western states and 
Hawaii. Net will be off sharply this year following 
steel demand. 

Formed by merger of Kal Vegetable Parch- 
ment and Sutherland Paper. Speciali in packaging 
for food industry. 

Formed July 1960 by merger of Ling-Altec Electronics 
and Temco Aircraft. 85-90% of sales are to gov- 
ernment. 

Producer of ram jet engines. Phase-out of Bomarc 
missile clouds outlook. 








Operates sizable apparel stores in Brooklyn, Queens, 
and Jamaica, N. Y. sales are about $55 million. 


Earnings trend continues downward for this en- 
ineering firm that designes and contructs blast 
urnaces, etc. for steel industry. 

Producer of electrical products, water heaters, ~~ 
plumbing ware, auto supplies, and military, has 
fairly stable record. 

Manufactures -and sells semi-finished structural 
shapes, bars, and wire products. Outlook clouded 
by steel situation. 

Natural gas pipeline operator serving Baton Rouge, 
la. area; also has interests in oil and gas fields. 
Long term outlook good. 

Electric and gas service to growing suburban New 
Jersey-New York area. Has been large outside 
buyer of electricity. 

Third largest sulphur producer expanding sales. 
However lower sulphur prices curb profits. 


Operates 65 supermarkets in and around Phila- 
delphia. Has good record and outlook is good. 


Maker of corrosion-resistant process equipment for 
the dairy, food, and chemical industries. 


Heavy construction accounts for 50% of volume, 
foundation construction 35%, pre-stressed concrete 
products most of the balance. 

Operates trucking system as common carrier in the 
South and leases trucks as well as coordinating 
trailer-flat car systems. 

Largest maker of sewing machines (See Oct. 22, 1960 
issue). Recent mergers should add 35-40c per 
share on annual basis. 

Liquified petroleum and natural gas add stability 
with moderate growth to company’s refrigeration 
business. 

This mass producer of low priced apparel is open- 
ing discount apparel stores in the Southwest and 
Midwest. 

This medium sized finance company shows earn- 
ings stability this year. 


This distributor of liquidfied petroleum gas is find- 
ing a favorable market in the Far West. 


Distributor of L.P. gas in the Atlantic states which 
is purchased from Phillips Petroleum, Esso, Standard 
Oil and others. 


New England manufacturer of sewing machine 
needles, bearings, shoe machine needles, etc. 


Sales have expanded as new retail outlets are 
added, which bring a supply of tractor parts to 
the farm areas. 

Produces high quality transistors. Proposes to acquire 
Thermo King, maker of refrigeration units for 
trucks. 

Formed in 1959 by merger with Topp Industries. 
Hopes to cut costs in wide range of product lines 
for electrical and construction use. 

A leading vending machine maker. Expects 1960 
net to approach $1.50. Twelve new models are 
being added to line. 

Specializes in book and coated paper where com- 
petition is present but not severe. Long term 
Prospects good 





*Estimated dividend rate. 


Years ended Sept. 30. 


6_Years ended 7/31/1959 and 1960. 








d—Deficit. 2—Quar. ended Sept. 30. 7—Years ended August 31. 
3_40 weeks to Oct. 9. “Years ended 4/30/1959 and 1960. 
*_Quar. ended Oct. 31. 9—12 months ended July 31 
51st 6 months. 10__Year ended 6/30/59 and 1960. 
11__Plus stock. 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—Earnings up from the lows. 
B—Good grade. D—Unattractive, 2—Sustained earnings trend. 4— Lower earnings trend. 
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could qualify for listing, but have chosen instead 
to keep their stock on a local exchange or on the 
over-the-counter market. 

Three main reasons are given for this attitude, 
the first being an expressed desire to maintain re- 
lations with the over-the-counter dealer in the city 
where the company is located, and upon whom 
they have depended for some years to maintain 
a market for their shares. The second, and more 
basic reason, given privately, is that: ‘““We would 
then have to reveal to everyone, including our com- 
petitors, interim earnings results, and file 10-K 
forms describing our loan agreements with banks, 
as required of all listed firms. In addition, we would 
be forced to file a listing statement whenever we 
issue any new shares of stock, whether they be for 
profit-sharing plans, pension funds, or for acqui- 
sition of even the smallest firm.” 

The third consideration that keeps some compe- 
nies from listing is the matter of stock ownership 
by management. If management’s control, for ex- 
ample, is significantly below 51% of the outstanding 
stock, the company may closely guard this secret, 
lest a few of the unsavory individuals who like to 
acquire companies by waging proxy fights become 
interested. However once the stock is listed on the 
Exchange this “deepest secret’? becomes public 
knowledge. Then too, as a listed company on the 
NYSE it becomes a more valued prize for the 
“raider’’. 

As will be seen below in a few specific cases, a 
management may be eager to list its stock if it 
plans later to dispose of a large block. Here is where 
the Exchange is a real help to the listed companies, 
for in the continuous auction market, prices are a 
truer measure of supply and demand. Blocks can be 
sold either on the exchange or by secondary offer- 
ings made by member firms at a price determined 
on the exchange. This is a great help where large 
stockholders are mindful of estate problems and 
where blocks may have to be sold for tax or other 
purposes. 


As shown in the accompanying table not all of 
the new listings are shares that would normally be 
considered quality issues. Generally speaking this 
year’s crop are small to medium sized companies that 
should grow larger with the economy over the years 
ahead. A few have outstanding records. Some of the 
more interesting companies are discussed below. 


American Hospital Supply (57)—This stock is 
high priced in terms of earnings and dividends re- 
flecting a considerable degree of certainty that hos- 
pitals will have to be greatly expanded over the 
years ahead. However competition is becoming more 
severe, principally from A. S. Aloe, now a division 
of Brunswick Corp, and from a number of much 
smaller hospital supply companies. Traditionally 
American Hospital Supply has acted as a jobber 
selling for producers a very wide line of hospital 
supplies from beds to syringes. It is estimated that 
currently more than 15,000 different items are of- 
fered. In recent years the company has acquired 
some manufacturers of hospital supplies but still 
relies on outside purchasing for about 80% of sales 
with 20% coming from its own production. Some 
ethical drug lines and “expendable” hospital sup- 
plies, (items which are consumed, such as bandages, 
sutures and disinfectants), have been emphasized 
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recently. The company elected in January, 1960 to 
raise $8.0 million by the sale of common stock to 
retire $3.6 million of bank debt and for corporate 
use. The effect of course was to dilute earnings per 
share by adding 200,000 shares to the 2.26 million 
then outstanding. This company seems to favor 
equity financing and now that its shares are listed 
on the NYSE, future offerings should be made easier 
by a more receptive market. 


Cleveland-Cliffs Iron (37)—A leading producer of 
iron ore, the company shipped 8.3 million tons in 
1959 and a record 13.6 million in 1955. Since huge 
supplies of iron ore have accumulated in steel com- 
pany’s stock piles the iron ore companies must wait 
not only for steel operating rates to pick up, but 
also for the excess supplies of iron ore to be worked 
down. Some industry spokesmen, including Cleve- 
land Clipps’s executives are now saying that this 
process may require two years before demand will 
allow significantly improved shipments of ore. Last 
January the feeling was too optimistic. Now it may 
be too pessimistic. Earlier this year the company an- 
nounced an ambitious long term program to increase 
productive capacity of foreign ore properties and 
develop low grade U. S. mines from a total mining 
capacity of 9 million tons to 16 million tons. Need- 
less to say this program may be postponed. The 
company’s investment portfolio of steel stocks is 
now worth roundly $82 million ($36 per share of 
Cleveland-Cliffs stock) compared with $100 million 
late in June. It is this portfolio with its basic asset 
value that tends to support the price of the stock 
when earnings from ore operations drop off. As a 
result the stock has acted fairly well, especially 
when compared to other ore companies or to some 
steel stocks. 

KVP Sutherland Paper (29) — This is a case of 
two medium sized companies in the food packaging 
field with disappointing records joining forces to 
create a major factor in the industry. From all in- 
dications the merger seems to have been a good one, 
and somewhat better earnings makes the combina- 
tion all the happier. For the year ended September 
30, 1960 net per share increased to $2.47 vs $2.12 
a year ago and sales increased to $127 million from 
$121 million, all figures being adjusted to include 
the merger that was effective in January, 1960. The 
stock seems a reasonable value at 11.7 times earn- 
ings and yielding nearly 5%. The combined com- 
pany should be more economical than the separate 
companies because (1) Sutherland purchased pulp 
from outside sellers while KVP, formerly Kala- 
mazoo Vegetable Parchment — has excess pulp and 
does not fully utilize its 3.4 million acres of Crown 
timber land (2) the sales effort will be improved 
with the company offering a broader line of food 
packaging and (3) the combined company will have 
the advantage of plant locations in all of the 
country’s important marketing areas. With further 
growth in packaged food indicated over the years 
ahead this paper company seems to have good pros- 
pects. 


Transitron Electronic (36)—This major producer 
of high quality transistors, diodes, rectifiers, and 
other semiconductors, has seen its sales grow with 
expansion of the industry. According to the Electro- 
nics Industries Association, (Please turn to page 368) 
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Inside The Market 


At this writing the stock 
groups making a better showing 
than the market are principally 
aircrafts, air transport, bank 
stocks, the beverage groups 
(beer, liquor and soft drinks). 
electric utilities, finance compan- 
ies and small loans, farm equip- 
ment, insurance stocks, such food 
groups as biscuit bakers, corn 
refiners and packaged foods, 
natural gas stocks, printing 
equipment and publishing, ship- 
building and tobaccos. Groups 
currently lagging include alumin- 
um, automobiles, chemicals, coal, 
containers, copper, drugs, ma- 
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chine tools, motion pictures, oils, 
radio-television, steel, textiles 
and tires. : 


Strong Stocks 


Among the individual stocks 
making a much better than aver- 
age showing at this time are: 
American Distilling, American 
Tobacco, Armstrong Cork, Bene- 
ficial Finance, Borden, Brunswick 
Corp, Campbell Soup, CIT Finan- 
cial, Columbia Gas, Freeport 
Sulphur, Deere, Gerber Products, 
Jonathan Logan, Lone Star Gas, 
Marshall Field, National Biscuit, 
National Dairy Products, Okla- 
homa Natural Gas, Pillsbury, 
Spartans Industries, Quaker 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1960 1959 
COmeeMOON GUTOR acicsisccsesccsessemecsesesesoscese 9 mos. Sept. 30 $2.92 $2.69 
Kerr-McGee Oil Ine. ........ccccscesseseeseeseeeeeneneenees Quar. Sept. 30 1.59 53 
PIII CII. a canes cheecansicicasasnssdeneraconensin qeteascetnonnasntens Quar. Sept. 30 1.47 1.05 
Mme, TO Ce oisccncscccsnsccncsrecscnsscccesoce 9 mos. Sept. 30 2.95 2.10 
IG NII, crintaicsxspsaisecvejmatasensesscossenionssotin’ Quar. Sept. 30 1.23 1.14 
Harbison-Walker Refract. ..........cccccsesssseeeeneee Quar. Sept. 30 76 -36 
NE IN GR, wcsstccsssssnsicssissrsrcrncaons Year Sept. 30 3.01 2.90 
NE Ge GED sis ciaceessrncsseccestnsncosscaiecs Quar. Sept. 30 1.06 .76 
MOND GORE TOUID ccscecsciesisccecssscaccsnccesenricins Quar. Sept. 30 35 23 
TOMORUAIRRIEE GE BIR, ociscesnsecsosccicscciseneneens Quar. Sept. 30 -33 26 


ed 
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Oats, Revlon, Spiegel, Standard 
Brands and United Artists. 


Weak 


Some examples of stocks per- 
forming poorly in the current 
market are: American Can, 
Bethlehem Steel, Burlington In- 
dustries, Burroughs Corp., Case, 
Chrysler, Champion Paper, Co- 
lumbia Broadcasting, Continental 
Can, Continental Motors, Copper 
Range, Food Fair, General Mo- 
tors, Goodrich, International Salt, 


International Shoe, Jones & 
Laughlin, National Distillers, 
Philco, Republic Steel, Ryder 


System, Royal Dutch, Standard 
Oil (New Jersey) and Timken 
Roller Bearing. 


Steel 


Rarely has sentiment in the 
steel industry been so blue. De- 
cember output is expected to be 
the lowest of the year. Average 
1961 activity may be under this 
year’s, even assuming a moderate 
second-half improvement. Some 
observers question whether op- 
erations could average over 70% 
of capacity during any of the 
next several years. Sources «* 
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worry are rising wage costs; in- 
ability to raise prices; reduced 
automobile steel needs per car; 
import competition; and in- 
creased competition from alu- 
minum, plastics and concrete. 
The profit outlook is not good, but 
neither is it too bad. By utilizing 
their most modern facilities, lead- 
ing companies can show “respect- 
able’ earnings and_ probably 
maintain present dividends in 


most cases. On average, the 
stocks are down over 30% from 
the early-1960 all-time high. 


Judged by older standards, they 
are not deeply depressed. U.S. 
Steel, for example is selling at 
over 12 times likely 1960 earn- 
ings, against an average of less 
than 8 times in 1955 and ratios 
around 5 to 6 at various of its 
postwar lows. But over-all indus- 
trial price-earnings ratios are up 
over 50% since 1955, and Big 
Steel’s dividend has doubled since 
1954. Our idea is that it is late to 
sell leading steel shares, even 
though they could go lower, and 
too early to start buying them. 


Aluminum 


Within the metal markets, the 
competitive outlook for aluminum 
remains good. It will take more 
business from steel and copper. 
But within the aluminum indus- 
try itself the competitive outlook 
is rugged. Capacity has outrun 
growth of demand. and is still 
being increased. Profits have lag- 
ged for an extended time and are 
generally well under the levels 
reached in 1955 or 1956. The 
stocks were absurdly inflated at 
their 1959 all-time top. They 
have come down roughly 40% 
from it, are currently perform- 
ing worse than the market and 
still look too high to us at prices 
ranging from around 25 to over 
32 times expected 1960 earnings. 


Dividends 


With industriai profits falling 
and margins under pressure, the 
dividend news becomes steadily 
less cheerful. There were 274 
year-end extras voted in Novem- 
ber against 355 a year earlier, 
and 109 increases in rates com- 
pared with 182. The dollar figures 
are not available but would make 
an even worse showing because 
extras are smaller than a year 
ago on average. There were No- 
vember reductions or omissions 
in 67 cases compared with only 
28 last year. The December com- 
pariscns probably will be even 
more disappointing. 


What Now? 


A fair number of the stocks 
recommended here in_ recent 
months have had good advances, 
posing the question of what to do 
about them now. Recommended 
at 70. Brunswick Corp. spurted 
to a high of 9334 and is currently 
at 9114. It does not yet appear 
extremely priced on growing 
earnings. Stay with it .. . Metro- 
Goldwyn-Mayer, recommended 
at 33, is now at 40. The com- 
pany has a number of things in 
its favor, including renewed in- 
terest, after the recent death of 
Clark Gable, in the old and fabu- 
lously successful picture “Gone 
With The Wind.” Retain holdings 
... Falstaff Brewing, recommend- 
ed at 30, is at 3714. We see no rea- 
ton tc take profits yet ... Recom- 
mended at 31. Consolidated Cigar. 
now around 407%, has had a good 
play. Significant vulnerability is 
not apparent, but the stock is no 
longer cheap. We suggest taking 
profits . Corn Products was 
recommended at 57 and re-recom- 
mended at 663%. It is now around 
75. If you are a genuine long-pull 
investor, hold it. Otherwise, take 
profits. The stock is no longer 











cheap . . . Most recently recom- 
mended at 78, following earlier 
recommendations at lower levels. 
Reynolds Tobacco ran up to 9414 
and is currently at 9134. Stay 
with it but make new commit- 
ments only on subsiantial price 
dips. 


Chemicals 


The allure of chemicals as 
“growth stocks” has been water- 
ed down considerably. In the first 
place, the leading companies are 
too big to permit growth at any 
dynamic rate even under the best 
of conditions. In the secend place, 
the field is increasingly competi- 
tive, making significant profit 
gains more Qifficult to achieve 
than formerly. The stocks have 
risen less than the industrial 
list over the last five years or so, 
and are off more than the mar- 
ket from their 1959 top. Despite 
exceptions here and there, the 
earlier over-all uptrend in earn- 
ings has flattened. out. For ex- 
ample, duPont will earn less this 
year than it did as far back as 
1955. On the same comparison, 
profits of some other leaders will 
be about the same as, or only mod- 
erately higher than in 1955. It is 
now questionable whether aver- 
age long-term profit growth will 
be much, if any, better than for 
industry generally. Yet  price- 
earnings ratios of popular issues 
still range from roughly 25% to 
50% above those for the general 
run of industrial equities. There- 
fore, we do not see any particular 
investment appeal in them at cur- 
rent levels. 


Paper Stocks 

Following a major earlier rise, 
with most of it seen by 1956, the 
paper stock group has fallen 
much more than the market from 
its 1959 all-time high. It now ap- 
pears to be an industry of more 


























or less chronic over-capacity. 

DECREASES SHOWN IN RECENT EARNINGS REPORTS With selling prices weak, profit 

1960 1959 comparisons will be unsatisfac- 

Pe te eae Quar. Sept. 30 $ .26 $ .33 tory this year. Nor can we see 
Anaconda Wire & Cable .........:ccccc:ssssssescssnee 9 mos. Sept. 30 66 3.27 basis for enthusiasm about long- 
Combustion Engineering 9 mos. Sept. 30 1.07 1.46 term potentials. Leading makers 
Deteet Diet GR ccc... Quar. Sept. 30 01 7 of facial and toilet tissues, such 
Fansteel Metallurgical Corp. ..............cse 9 mos. Sept. 30 1.59 2.30 as Kimberly-Clark and Scott Pa- 
Foote Mineral Co. 9 mos. Sept. 30 40 89 per, are faring well and their 
Gulf, Mobile & Ohio R.R. .... .. 9 mos. Sept. 30 68 1.29 stocks, while far from cheap, are 
Lowenstein (M.) & SOMS ...........ccsssccsvescsseecesees Quar. Sept. 30 27 40 worth holding. Stocks of makers 
Fruehauf Trailer Co. 9 mos. Sept. 30 1.21 1.43 of kraft papers, white papers, 
Mc Kesson & Robbins .. Quar. Sept. 30 59 74 | paperboard and newsprint appear 
END 
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INTERESTING TO 
NOTE — Sharp di- 
vergence between 
industrial output 
and underlying busi- 
ness trends in early 
1960, denoting heavy 
accumulation of in- 
ventories. 
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[—— THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY —— 


Industrial Production 
(FRB INDEX 1947-1949-100) 








FORECAS 


. 1958 9 1959 














* Latest figures are preliminary. 


W in the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from F. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the siate of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 fur a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Renewed weakness has overtaken the components 
of the Relative Strength Measure and as a result 
the latter has dipped below the significant minus 3 
level. Although the individual indicators were no 
worse than mixed in the latest month, their inter- 
mediate trend has continued to weaken. On a me- 
dium-term basis, every component of the Forecaster 
except nonresidential construction contract awards, 
has been declining for three months or more. These 
declines average out to 3.3 months, which determines 
the current level ef the Relative Strength Measure. 


The fall of the RSM below minus 3 indicates that 
the economic downturn that started in mid-year 
is of recessionary proportions. It will be noted that 
this year’s movements of the RSM bear a marked 
resemblance to their 1957 trend. If the current 
decline in business were to follow the 1957-1958 
pattern, the FRB Industrial Production Index would 
fall an additional 10% from recent levels and would 
reach a bottom next Spring. 
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CONCLUSIONS IN BRIEF 


PRODUCTION — Top-heavy inventories of finished goods 
are forcing production cuts in leading industries. Further 
reductions are in store, especially in the auto industry, 
where output is still running 15% above sales. 


TRADE — Retail sales appear to be stabilizing after de- 
clining moderately in November. Consumer surveys 
reveal increase in buying intentions but these may be 
subject to confidence-inspiring moves by the new 
Administration. 


MONEY & CREDIT— Money rates have not changed 
much in recent weeks, despite declining business and 
lower demand for funds. Solution of our balance of 
payments problem would give the Fed a freer hand in 
loosening credit and spark a healthy rise in prices of 
fixed interest securities. 


COMMODITIES — Seasonal rise in food prices conceals 
weakness in finished goods where heavy stocks press on 
price structure. Look for further price cuts in this area 
through the winter months. 
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URRENT economic developments clearly reveal 

the important role that temporary stimulants 
played in stabilizing business before Election. Now 
that these cushioning influences are waning, key 
indicators are falling again and the scope of the 
recession is becoming more evident. 

The nature of the transient influences which 
exerted a bolstering effect this Fall has been dis- 
cugsed before in these columns. They consisted of 
accelerated order placements by the Defense Depart- 
ment, the bunching of contracts for highway con- 
struction and the earlier-than-usual introduction of 
new model cars. All these factors effectively stimu- 
lated important areas of the economy, offsetting 
weaknesses elsewhere and momentarily giving busi- 
ness the appearance of rolling readjustment. 

With the abatement of these supporting influ- 
ences, business has resumed its downward course, 
although the rate of decline is being exaggerated by 
the sharp swings in areas that had previously re- 
ceived artificial stimulus. New orders, for example, 
the most important single indicator of business 
prospects, fell by $1.1 billion in October and the 
decline apparently continued unchecked in Novem- 
ber, according to the report of the National Asso- 
ciation of Purchasing Agents. The drop in this vital 
sector was magnified by the return to more normal 
levels of previously swollen orders from the Defense 
Department. However, key private industries also 
reduced their ordering on a broad front, in an at- 
tempt to cut stockpiles to a level more in line with 

(Please turn to the following page) 
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PRESENT POSITION AND OUTLOOK 











| 
| Latest Previous Year 
THE MONTHLY TREND | Unit Month Month Month Ago a 
INDUSTRIAL PRODUCTION* (FRB) ........ 1947-'9-100 | Oct. 162 162 155 The auto industry has also con- 
Durable Goods Mfr. .........scsessesseesesseens 1947-'9-100 | Oct. 165 166 155 tributed to the roller-coaster aspect 
Nondurable Goods Mfr. ....c.scesssessseeess 1947-'9-100 | Oct. 159 160 157 of recent business fluctuations. The 
NN saasstncceesces tsniesncccdirsaseasesancsses | 1947-'9-100 | Oct 126 126 120 early introduction of new model 
RETAIL SALES* 1m Sas ee $ Billions -_ 185 ; 18.0 18.3 JPost age COURSE SRRENA 2 a 
Durable Goods ........... $ Billions Oct 6.1 5.8 6.4 as fillip and kept factories 
Nondurable Goods ............:ccc0:c00000 $ Billions Oct 12.4 12.3 12.0 busier than they otherwise would 
oy sn elamammaaas al ae hs Ran “ms have been. Auto output has been 
bec Sy na cm ctnttinons Neeedl i running far ahead of final sales, 
MANUFACTURERS’ however, and producers have be- 
New Orders—Total* .........ccccc000 cescseee $ Billions Oct. 29.3 30.4 30.4 gun to cut output gradually. Never- 
Durable Goods ....cc.sscssssssssesessesseenee $ Billions | Oct. 13.8 14.6 15.1 theless, stocks of cars in dealers’ 
Nondurable Goods ............cccsccceeeees $ Billions Oct. 15.5 15.8 15.4 hands rose by 97,000 in November 
Shipments® ...2...-..cssssssssssssssccsscsescccsores $ Billions | Oct. 29.6 30.1 29.4 alone, and by the end of the month, 
IIE icon cincicssaconsssninessaccat $ Billions Oct. 14.1 14.4 14.0 a record 1,100,000 cars were on 
Nondurable Goods $ Billions Oct. 15.5 15.7 15.3 yaoi ene eee an 
—_—— ———— — es ——— —___—_—— therefore have to be cut back muc 
BUSINESS INVENTORIES, END. MO.*.  $ Billions Oct. 92.7 93.1 88.8 more sharply in the weeks ahead, 
I isi cceccexassacdcoteccsecadcdesss $ Billions Oct 54.3 54.7 Si5 a process that will put further 
SE RE ES Rees $ Billions Oct 13.2 13.1 12.5 pressure on business in general. 
NI aca candacscucslsocusegncnnnavumseisunaicekees $ Billions Oct 25.2 25.3 247 
Dept. Store Stocks ..ecccsssssssssensesneen 1947-'9-100 | Oct. 167 168 158 Although the near-term outlook 
‘aii eioiten asic Siicticaaelannied ~ Satedanian sili: a thus does not appear bright, some 
CONSTRUCTION TOTAL ........cccssse00 $ Billions Oct. 55.0 55.2 51.8 constructive long-term  develop- 
Ea i $ Billions | Oct 38.3 38.8 37.5 ments are visible. For one thing, 
NN NOUNID sus pacaceniectesticssncsoccovsesess $ Billions Oct 20.9 21.7 21.7 the sharpness of the current rate 
PT Ser Race amen ere $ Billions Oct. 17.4 17.1 15.8 of business decline is mainly due 
SOIR TOS | os0 cs snasecesccscencsesns Thousands Oct. 1231 1066 1378 to correction of the previous arti- 
Contract Awards, Residential—b ...... $ Millions Oct. 1390 1277 1515 ficial upswing in certain sectors 
I MII assissscconcacensscsnesescesecenss $ Millions | Oct. 1929 1841 1620 that we have discussed previously. 
— } -—-——— = Of greater fundamental impor- 
a | tance, final demand is holding 
SE ne oe eee sation Oct 67.5 67.8 66.8 above output and this has enabled 
Non-farm? : +| rom Oct. 53.1 53.2 52.0 businessmen to hasten their inven- 
Woden | nities [oa nr non | ey cutting: from a $100 million 
I cites casaducesaakecadediiaanenseiecens | Millions | Oct 12.1 12.2 12.0 reduction = September - — 
Hours Worked ....ccccssssssssssessssesees Hours | Oct 39.6 39.5 40.3 million in October. 
; ; Falling inventories have a tem- 
BODIE BORIS: oaisi.scorcosssercrcense Dollars Oct 2.31 2.30 2.21 ‘ e 
Weekly Earnings ........ccssseseses Dollars Oct 91.48 90.85 89.06 sete: depressing effect on busi- 
n we ite ness in general, but once stockpiles 
PERSONAL INCOME® .o........oceccccccssseen $ Billions | Oct. 410 409 384 get down to manageable propor- 
Wages & Salaries ........ $ Billions | Oct. 275 275 259 tions, businessmen again turn to 
Proprietors’ Incomes .... $ Billions Oct, 61 61 58 accumulation, with stimulating ef- 
Interest & Dividends $ Billions Oct. 42 42 38 fects on the economy. It must be 
PU PIII aise sciccessasscosicccrnnes $ Billions Oct. 30 30 27 admitted that the process of in- 
he SN TER OE $ Billions Oct 16 16 14 ventory reduction still has some 
a | Se ene Sate way to go, as evidenced by the 
CONSUMER PRICES .....0......cccscescssesssseeene 1947-'9-100 | Oct. 127.3 126.8 125.5 disproportionate amount of finished 
li as eal 1947-'9-100 | Oct. 120.9 120.2 118.4 goods held by manufacturers. But 
ee | 1947-’9-100 | Oct. 111.0 110.5 109.4 if consumer spending is as well 
ES ee eae | 1947-’9-100 | Oct. 132.2 132.0 130.1 maintained as it has been in pre- 
nauaee @ anon | vious post-war recessions, the level 
All Demand Deposits® ..................:0000 | $ Billions Oct 111.5 110.3 112.0 of ae, can be Sponges on 
Beek Debits® gy o..cce-.cccncscccescossscocseseees $ Billi | Oct, ' to healthier levels without undue 
. : _ » we ae 92.2 | strain on general business activity. 
Business Loans Outstanding—c .......... | $ Billions | Oct. 32.5 32.6 30.5 . 
Instalment Credit Extended? ............. | $ Billions | Oct 4.1 4.1 42 The consumer thus will play a 
instalment Credit Repaid* ................ | $ Billions | Oct 4.0 3.9 37 | key role in determining the course 
canine, eamemannmnes ——__—_—__——— a of business in the months ahead. 
auben tetas . a - - - And the news from this front is 
Budget Expenditures .................cs0000 | $ Billions | Sept 68 68 63 heartening = several counts. F iret 
Defense Expenditures ..... wo $ Billions | Sept. 40 40 3.8 of all, personal 9 Neer has held _ 
Surplus (Def) cum from 7/1 .............. | $ Billions Sept. (1.2) (3.4) 18 nr ed well Curing the entire 
' ' (1.8) | period of business unsettlement, 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 














In Billions of Dollars—Seasonally Adjusted, at Annual Rates reaching a new high in October, 
a ——| the latest month for which data 























SERIES Quarter cae Quarter ad are ~ vailable. With ot larger ol 
iT " ' it portion of income coming from the 
te so a more stable service industries, and 
ri eg lage o- aa ah 3160 | icreasing unemployment insur- 
Private Domestic Invest. ...cccccosooccccocccee 70.5 75.5 79.3 675} ance and other social security pay- 
(Ste 3.5 2.0 1.2 -0.2] ments taking up much of the slack 
Government Purchases — 100.5 98.6 97.5 9.1} in the manufacturing sector, con- 
———— | 0 3s? aus | Sumer income should prove re- 
wiiiiaieaniaas pore pu sel pee sistant to sharp decline. This is one 
PERSONAL INCOME ..............-cccsccsseesesneees . wlins stead = en 
Tax & Nontax Payments .. 50.5 49.9 49.2 46.3 of the ~_— 2 — hy the pub- 
Siapaneehle nenme ~.......... 3575 3543 3470 338.5 lic is maintaining a relatively san- 
Consumption Expenditures ...............00+- 328.5 329.0 323.3 316.0 guine outlook. In fact, the latest 
Personal Saving—d ...........:scsessesseereees 29.0 25.2 23.7 22.5 survey of consumer buying inten- 
CORPORATE PRE-TAX PROFITS 45.7 48.8 45.3 tions, conducted by the National 
Corporate Taxes .......seccseescsseeones ne 22.3 23.8 223| Industrial Conference Board for 
Corporate Net Profit 23.4 25.0 2291 Newsweek Magazine, reports “dra- 
a mo 39891361 matie” improvement in consumer 


spending plans since the election. 
PLANT & EQUIPMENT OUTLAYS ............... 36.9 36.3 36:2 33.4 The most significant gain was in 
plans to buy new homes, up 13% 
from a year ago and the first year- 
to-year gain since last winter. 





THE WEEKLY TREND 




















| Week Latest Previous Year . . 

Ending | Week Week Ago | Plans to buy new major appliances 
MWS Business Activity Index* 1935-’9-100 Nov. 26 | 298.0 7 299.4 300.8 also spurted, bringing hope . ” 
MWS Index—Per capita*........... 1935-'9-100 Nov. 26 2146 215.5 220.1 those sorely depressed industries. 
Steel Production % cap, ............- % of Capacity Dec. 3 49.3 48.0 93.6 Examining today’s business sit- 
Auto and Truck Production ........ Thousands Dec. 3 172 136 70 uation in its entirety, it appears 
Paperboard Production .............- bere Tons Nov. 26 oo 309 311 that further declines can be ex- 
Paperboard New Orders ... | Thousand Tons Nov. 26 6 283 276 ’ otis a ee es 
cate trr aie ... -.. | 1947-149-100 Nov. 26 264.8 269.7 260.3 pected before improvement sets in. 
Freight Carloadings ..................-. Thousand Cars Nov. 26 | 471 567 574 However, the healthy condition of 
Engineerings Constr. Awards .....| $ Millions Nov. 29 | 385 613 383 final demand gives promise that 
Department Store ee 1947-'9-100 Nov. 26 173 170 176 the adjust ment need be neither 
Demand Deposits—c .................. $ Billions Nov. 23 | 59.3 58.6 61.3 ae aa ful . ] d 
Business Failures—s .................-+. Number Nov. 23 | 276 329 268 very paintul or prolonged. 





*Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
centers. (na)—Not available. (r)—Revised. (s)—Data from Dun Bradstreet. (t)—Seasonally adjusted, annual rate. Other Sources: Federal 
Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
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No. of 1960 1960 1960 | (Nov. 14, 1936 Cl.—100) High Low Nov. 25 Dec. 2 
Issves (1925 Ci.—100) High Low Nov. 25 Dec. 2 | High Priced Stocks .........:::scc000 299.9 262.7 277.3 275.0 
Composite Average 482.5 410.9 432.3 428.1 | Low Priced Stocks ...........:+.:s:ce00+ 653.8 527.6 544.8 540.0 
4 Agricultural Implements ....... 437.3 346.4 407.0 ABTS | 3 GQ RAID nrccncsccnsscscccnssssees 1206.1 810.8 1175.7. 1155.4 
3 Air Cond, (‘53 Cl.—100) ...... 130.1 105.8 118.8 119.9 | 4 Investment Trusts .................. 170.6 136.5 146.7 139.9 
9 Aircraft ('27 Cl.—100) ......... 1116.1 861.9 1071.9 1038.7 3 Liquor (’27 Cl.—100) ............ 1534.5 1098.2 1189.5 1143.3 
7 Airlines (‘27 Cl.—100) ......... 1044.6 736.7 758.7 769.7 FP ME iin cranttnisitcsrimonsnions ‘ 402.9 450.0 444.8 
4 Aluminum (‘53 Ci.—100) ..... 521.3 354.5 401.4 370.1 3 Mail Order ...... sis j 364.2 391.5 396.0 
5A __ FEE aC COTO 300.3 209.3 300.3 298.0 4 Meat Packing . 223.9 256.7 251.3 
5 Automobile Accessories ........ 531.1 401.0 406.4 411.8 4 Mtl. Fabr. (’'53 Cl.—100) ...... 208.6 132.4 138.4 136.4 
5 Automobiles .................... --- 1570 95.4 98.5 95.4L 9 Metals, Miscellaneous 4 313.3 343.2 343.2 
3 Baking (‘26 Cl.—100) . 39.8 34.9 39.1 39.8H EE thieinisstalibinsaneckaiens : 867.3 956.6 943.8 
4 Business Machines ................ 1422.6 1159.1 1225.0 1211.8 ae a 609.0 691.7 676.7 
6 Chemicals ............ccccccsseeneeeees 809.6 657.3 713.4 689.4 | 16 Public Utilities 0.0.0.0... y 341.6 383.1 383.1 
4 Coal Mining ........ - 36.0 27.2 29.3 28.9 6 Railroad Equipment 75.8 76.9 75.81 
4 Communications . -» 234.4 199.9 204.5 202.2 i ee se 49.9 52.6 Si2 
FY Construction ..........ccceceeceeeeeeee 169.2 143.3 150.2 148.5 INS cassetccicenssncssetessnseoe 901.0 690.3 901.0 901.0 
Be SE ainsi scacsacestcieesncsenses 1064.7 824.6 845.5 835.0 OR Be Oe IID ascssiecsssesscescccnenes 464.9 325.4 330.1 325.4 
5 Copper Mining ... 347.6 275.4 285.3 275.41 4 Sugar 63.0 64.8 65.7 
2 Dairy Products ....... -- 217.8 146.8 196.2 217.8H 2 Sulphur 563.1 625.0 625.0 
5 Department Stores ..............-. 156.7 135.2 148.1 146.7 11 TV & Electron. ('27—100) .... 119.4 86.2 94.4 92.2 
5 Drugs-Eth. (‘53 Cl.—100) ..... 4747 360.4 373.6 378.0 PF EE nticinemierntsiaienccessecss 233.0 183.3 194.3 189.9 
5 Elect. Eqp. (‘53 Cl.—100) ..... 384.7 310.7 340.3 340.3 3 Tires & Rubber 255.9 170.6 178.4 170.6L 
3 Finance Companies ............... 782.6 648.8 782.6 782.6 Be I ccntsirecninnesiatissssvenssonese 222.0 182.5 222.0 220.1 
5S Food Brands ............c..cccceceeees 526.4 419.3 526.4 526.4 3 Verrdaty Stores .....2..000.00.000000.- 382.1 349.3 360.3 356.6 
B Peed FROGS sncccsseiscrccseccsesscsess 270.8 232.1 243.0 247.6 14 Unclassif’d (’49 Cl—100) ..... 295.1 224.0 229.2 224.0L 








H—New High for 1960. L—New Low for 1960. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodity prices were little changed 
in the two weeks ending December 2, with gains early in the 
period being cancelled out later on. The BLS daily index of 
22 leading commodities closed at 82.7, unchanged from two 
weeks ago. Raw foods climbed slightly, while industrial ma- 
terials were a bit lower, with metals showing the larger 
losses. Among the industrial materials’ component of the in- 
dex, lead scrap, tin, print cloth, rubber, tallow and wool tops 
all lost ground while only burlap and hides improved. 
Among the broad range of commodities making up the BLS 
comprehensive weekly price index, changes were small. Food 
prices moved seasonally higher, while industrial groups were 
mixed. Price cutting continues on some finished products 


where producers are trying to reduce unwieldy inventories. 
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FUTURES MARKETS—Futures prices still showed signs of weak- 
ness in the fortnight ending December 2. While wheat, corn, 
hides and copper made good gains, most other leading futures 
markets moved toward lower levels, with lard, cotton, wool, 
world sugar, coffee, cocoa, rubber and lead all receding. The 
Dow-Jones Commodity Futures Index lost 0.61 points during 
the period to close at 141.95, a new low for the year. 

Wheat futures improved, the May option advancing 1% 
cents to close at 204%4, not far from the year’s top, which 
was reached late in November. Export demand is still high 
but with most grades of wheat selling close to equivalent 
support levels, entries into the loan program are expected 
to dwindle. This would increase “free” supplies and act as a 
brake on price advances. 
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BLS PRICE INDEXES Latest 2 Weeks 1 Yr. Dec. 6 
1947-1949--100 Date Date Ago Ago 1941 
All Commodities. ................ | Nov. 29 119.6 119.6 118.9 60.2 
Farm Products. ........cccs Nov. 29 89.7 89.7 85.4 51.0 
Non-Farm Products _...... Nov. 29 127.8 127.9 104.9 67.0 
22 Sensitive Commodities .. Dec. 2 82.7 82.7 845 53.0 
WIE kckcscincccststaoasncss Dec. 2 757 75.4 72.6 46.5 
13 Raw Ind’l. Materials. Dec. 2 87.8 87.9 93.7 583 
ST IIRINEN - aaisinicecssituasernnen Dec. 2 87.6 88.2 101.7 54.6 
MIO: tiinacicarinasanevotinnis Dec. 2 80.5 806 80.7 56.3 

MWS SPOT PRICE INDEX 

14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1960 1959 1953 1951 1941 
High of Year .... 160.0 161.4 162.2 215.4 85.7 
Low of Year .... | WSi.7 152.1 147.9 176.4 74.3 
Close of Year .... | 158.3 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 

AVERAGE 1924-1926—100 
| 1960 1959 1953 1951 1941 
High of Year .... 148.7 152.7 166.8 215.4 84.6 
Low of Year ...... | 142.0 144.2 153.8 174.8 55.5 
Close of Year .... 147.8 166.5 189.4 84.1 
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The Report On National Goals— 
It Could Weaken Our Free 
Enterprise 





(Continued from page 337 


to a high degree of economic dic- 
tation. It is highly doubtful, how- 
ever, whether such assent would 
be found in time of peace. 


Stimulating Incentive 


Numerous ways of stimulating 
private enterprise without Wash- 
ington directives may be found. 

We are completely in agree- 
ment with the Commission rec- 
ommendation for a complete 
overhaul of our tax system. The 
Commission report itself deals 
rather lightly with this subject 
but Crawford H. Greenewalt, 
president of E. I. du Pont de 
Nemours, added some very con- 
structive suggestions which we 
quote in part: 

“We must act promptly to im- 
prove the atmosphere for eco- 
nomic growth.... Depreciation 
policies should be modified to per- 
mit rapid amortization of new 
plant and equipment. 

“This will encourage industry 
to undertake needed moderniza- 
tion and, more importantly, will 
facilitate entirely new and risky 
ventures with high growth po- 
tential. 

“The steep progression in our 
income taxes should be abated. 
These high rates strike directly 
at incentives for perscnal ac- 
complishment and cannot fail to 
weaken the drive at all manage- 
ment levels”. 

“High tax rates also tend to 
remove an important source for 
new venture capital—capital of 
the very kind likely to support 
bold new discoveries . . The 
growth rate will be influenced 
much more favorably by a given 
number of dollars invested in 
plant for a completely new prod- 
uct than the same dollars in- 
vested in, let us say, a model 
change in a refrigerator or an 
automobile.” 

We feel that Mr. Greenewalt 
has put his finger directly on 
the factors that are responsible, 
in considerable measure, for the 
failure of private enterprise to 
attam its maximum effort. 

Under our present tax struc- 
ture, the risks are too great for 
the rewards that may be left 
DECEMBER 
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after taxes. Incentive is stifled. 

Rewriting of our tax laws to 
encourage, rather than stifle in- 
centive, would go a long way 
towards attainment of the Com- 
mission’s “goals” and would 
eliminate the heavy hand of gov- 
ernment over our people. Un- 
fortunately, this is altogether 
too simple a procedure for the 
“liberals” to grasp. 

Legislating Customs 

Unjustified discrimination, 
whether against racial groups, 
religion, or women in business and 
public life, certainly cannot be 
condoned. Through the process of 
education, we have already come 
a long way in reducing discrimi- 
nation. If there is any question 
about this, a comparison of pres- 
ent conditions with those twenty, 
thirty, or forty years ago will be 
illuminating. In a world where the 
majority of people have black, 
brown, or yellow skins and are 
being wooed by Communist Rus- 
sia and China, we cannot afford 
to maintain our prejudices. These 
are the result of ancient customs 
and heritages. 

At the same time, the Commit- 
tee’s recommendations that fed- 
eral funds for housing and school 
assistance be used to bludgeon 
certain areas into eliminating seg- 
regation will meet much sincere 
opposition. 

It is doubtful whether preju- 
dices can be eliminated by legis- 
lation. In fact, they often are in- 
tensified by political mandate. 
This should be more a matter of 
education, the majority rather 
than the minority. Past experi- 
ence has shown clearly that, al- 
though we cannot legislate cus- 
toms, we can change and have 
changed customs through educa- 
tion. This is a responsibility of all 
of us. 


Goals Abroad 


The Commission’s recommen- 
dations for increased govern- 
mental aid to backward countries, 
for the reduction of tariffs, and 
for more private investment 
overseas are something of a lead 
balloon, coming as they do when 
the threat to our gold supply 
necessitates consideration of op- 
posite measures. This section of 
the report could be, to be sure, 
merely an example of poor tim- 
ing, since the report obviously 
must have been completed long 


before the steady reduction in 
our gold reserves attracted wide- 
spread attention. 

Nevertheless, this is a feeble 
excuse. For a Commission that 
was sufficiently astute to define 
long range national goals for 
the United States should, by the 
same token, have been astute 
enough to recognize the implica- 
tions of the gold situation long 
before it became front-page news. 

This “boo-boo’’, as the young- 
sters would call it, is sufficient in 
itself to raise serious doubts 
about the entire report. Yet, be- 
cause the majority of people are 
much less concerned over inter- 
national than domestic affairs, 
there is danger that this major 
and glaring inconsistency will be 
overlooked. 

Despite the implausibility 
which any careful reader will im- 
mediately detect in this report, 
its enchanting goals will produce 
a heady temptation for less an- 
alytical citizens who can be blind- 
ed as to shady means when they 
are dazzled by attractive ends. 
Just because this program is 
superficially charming, defenders 
of our opportunity system have 
an obligation to study it closely 
so that they can expose its numer- 
ous fallacies. END 





How To Reduce The U.S. 
Payments Imbalance 





(Continued from page 330) 


would be the review, with a pos- 
sible eye toward reduction or 
elimination, of some of the exist- 
ing tax incentives toward invest- 
ing abroad. At a time when we 
are seeking to husband our dollar 
resources the encouragement of 
the outflow of capital through 
such tax concessions no longer 
makes sense. 

The subject of capital outflow 
is, however, one which must be 
approached most carefully since 
it relates to important tenets of 
our national policy. These tenets 
have to do with aiding under- 
developed countries, strengthen- 
ing our allies in the cold war and 
reducing barriers to the free flow 
of trade. Nevertheless, the mere 
modification of tax incentives to 
foreign investment is different 
than placing barriers in the way 
of such investment. 
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Can the Outflow of Capital be 
Checked? (The Negative Approach) 


The question of outflow and in- 
flow of capital has an important 
bearing on the subject of Ameri- 
ca’s balance of payments. Private 
capital outflows are currently at 
a rate higher than 1959’s $2.3 
billion. Since mid-year the capital 
outflow, normally of a long-term 
investment character, has been 
enlarged by movements of short- 
term funds to European financial 
centers. This is related to more 
attractive interest rates abroad. 
Short term interest rates in the 
United States have fallen by 
about 2% this year while in Ger- 
many and the United Kingdom 
they have risen by about 2%. Al- 
though on October 27 the Bank 
of England’s discount rate was 
reduced from 6% to 514%, and 
a similar reduction was made in 
Germany at about the same time, 
their interest rates continue to 
be above ours. This discrepancy 
rules out a further reduction in 
domestic interest rates, even if 
this seemed to be justified for 
other reasons. 

As a more positive action, it 
has been suggested that our dis- 
count rate should even be in- 
creased. But this step can be 
ruled out, on any logical basis, on 
two counts: 

First, no reason for it exists 
on internal grounds, as there is 
no excessive demand for credit 
funds, we have more productive 
capacity than demand at present, 
member banks are not indebted 
to the Federal Reserve and there 
is no inflation here—in fact, we 
have a business decline. 

Second, the suggestion that 
we follow the steps Britain took 
in 1957, when she increased the 
bank rate to 7%, is based upon 
an imperfect analogue. The U.K. 
had inflation then, which ad- 
versely affected exports and their 
balance of payments. Raising the 
bank rate there, in addition, is 
an effective instrument, as com- 
mercial bank rates have an auto- 
matic link to that rate, which 
itself is a penalty rate. Here, the 
discount rate is mainly a signal, 
a complement to open market 
policy, with a relationship only 
to open market rates. 

While every opportunity for 
curtailment of our expenditures 
abroad should be explored (in- 
cluding a somewhat more spartan 
attitude toward allowances for 
dependents and lush living scales 
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among overseas personnel), it 
would seem that the area of capi- 
tal movements abroad would offer 
larger opportunities for saving. 

For example, Ford Motor Com- 
pany’s use of about $350 million 
to purchase foreign holdings of 
its British subsidiary would seem 
to be contrary to a policy of dol- 
lar saving. Similarly, an impor- 
tant question of national interest 
might be raised over General Mo- 
tors’ plan to invest $250 million 
of its current new construction 
budget abroad. 


The Positive Approach: Stimulating 
Exports 


There are many ways by which 
we might effect economies in 
overseas payments but there are 
perhaps even more ways by 
which we might stimulate pur- 
chases of American goods and 
services. It appears imperative to 
resort to a much greater extent— 
at least for the present—to the 
practice of ‘tied’ aid, that is, 
easing the drain on our gold stock 
by rendering aid through greater 
exports of goods and _ services 
rather than by making dollars 
available that might be spent any- 
where in the world. 

Criticism of this practice, based 
on an apparent conflict with the 
principles of free world trade, has 
little validity in view of the fact 
that economic and military as- 
sistance is in essence a commit- 
ment outside the normal sphere 
of commerce and finance. Further, 
any such program could be flexi- 
ble, according to shifts in the 
payments situation. 

Again, much evidence suggests 
that the United States could in- 
crease the number and expendi- 
tures of tourists visiting this 
country by making it easier for 
them to obtain visas and by ad- 
vertising America’s attractive 
features. Such a program would 
have the double benefit of educat- 
ing foreigners as to our true 
characteristics and increasing our 
capital receipts. A companion 
measure, not likely to be received 
with any rejoicing, would be the 
reduction of the present liberal 
$500 duty-free limit on U.S. 
residents returning from visits 
abroad and perhaps even some 
restrictions upon their expendi- 
tures abroad. 

It has to be acknowledged 
that some of the suggestions for 
economizing in military and 
other governmental expenditures 


abroad seem ridiculously small in 
relation to the total problem. 

However, America, in its cur- 
rent international financial posi- 
tion, is comparable to an individ- 
ual who is living beyond his 
means. Every step which can rea- 
sonably be taken to reduce the 
deficit must be explored. A com- 
bination of many small economies 
may add up to as much or more 
than some single, larger saving— 
although this method creates a 
greater necessity for coordination, 
a quality in which our Treasury 
and State Departments have all 
too often been lacking. 


The Psychological Factor 

The psychological importance 
of impressing upon the world, 
our determination to solve our 
balance of payments problem can- 
not be over-emphasized. 

The recent mission of Secretary 
of the Treasury Anderson and 
Assistant Secretary of State Dil- 
lon to Bonn was labeled a failure 
because it didn’t obtain an im- 
mediate agreement by West Ger- 
many to contribute several hun- 
dred million dollars toward the 
cost of our troops stationed there. 
However, the mission may well 
have succeeded in laying the 
groundwork for contributions by 
West Germany at a later time. 
In the meantime the mission cer- 
tainly advertised the fact that we 
are concerned with and are deter- 
mined to do something about our 
unfavorable balance of payments 
in order to protect the dollar. It 
is inevitable that the United 
States must adapt its economic 
and military aid programs, which 
grew out of the circumstances of 
the 1950’s, to the new 1960 sit- 
uation in world economy and 
finance. Now that western Euro- 
pean nations are much stronver 
they will find it increasingly diffi- 
cult to deny the justification for 
their greater contributions to the 
common defense as well as for aid 
to the underdeveloned countries. 

In addition, it will not be amiss 
to remind foreign governments, 
as has already been pointed out 
by British sources in a recent 
issue of the Economist, that many 
American goods are competitive 
in world markets but that re- 
strictions imposed by other na- 
tions more than offset price and 
quality advantages. 

For instance, the British and 
French tariff on U.S. autos is 
30%, in Germany it is 13%, in 
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Italy 45%. The U.S., with no 
quotas, has only a 10% tariff on 
foreign autos. In agriculture, if 
some of our ridiculous price sup- 
ports were discarded, and Euro- 
pean tariffs and quotas scrapped, 
American exports of cotton and 
foodstuffs to West Europe would 
probably double from $800 mil- 
hon to $1,600 million, according 
to the Economist. 

Our balance of payments and 
gold problem are by no means in- 
soluble. @ The United States con- 
tinues to be a very prosperous 
nation. So much “fat” in our bal- 
ance of payments position can be 
found that the problem of reduc- 
ing the outflow and stimulating 
the inflow of funds into this coun- 
‘ry to effect a swing of $2 to $3 
‘illion should not be overly diffi- 
‘ult. The dollar remains a strong 
and desirable currency. Our re- 
solve must be to keep it that way. 


@ The United States still holds 
about 45% of the official gold 
stocks of the Free World together 
with consierable assets abroad. 
@ Our private long-term invest- 
ments abroad exceed the long- 
term investments by foreigners in 
this country by over $28 billion. 
Year after year our new invest- 
ments abroad, governmental and 
private, are larger than the com- 
bined increase in our short-term 
indebtedness to foreigners and 
our gold loss. 

Still, satisfaction in this pic- 
ture must not obscure the neces- 
sity of retaining and strengthen- 
ing the confidence of the world 
both in our currency and in our 
intention to restore equilibrium 
in our international financial 
dealings. This looks like the pri- 
ority project for the United 
States in the Sixties. And while 
it will not cause us any true hard- 
shiv we must be prepared to 
suffer a little loss of dignity. 

The size of our gold reserve is 
not as significant in itself as is 
often imagined. It is true that 
we require a relatively large re- 
serve to provide a _ desirable 
flexibility in carrying out fiscal 
and monetary policies. The do- 
mestic gold reserve requirement 
is, however, purely arbitrary. It 
was even recently suggested by a 
leading New York banker that 
this required reserve against Fed- 
eral Reserve notes be abolished 
altogether (a proposal previously 
advocated in the November 19 
editorial in this Magazine). No 
convincing rationale exists for 
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the domestic gold backing re- 
quirement. As few now remem- 
ber, Congress already cut it, after 
World War II, from 40% to 25%, 
and without causing any new 
wave of fiscal abandon. The ratio 
could even be reduced further, 
or eliminated altogether, at the 
right time—but only on grounds 
of logical thinking, not to defend 
an adverse balance of payments. 
But the United States is under 
obligation, through proper fiscal 
policies and even by mild sacri- 
fice, to maintain a sound balance 
of payments position. In a period 
of increasing international trade 
and closer economic interdepend- 
ence the example of responsible 
leadership may be just as impor- 
tant to struggling new nations 
as cash giveaways. But this must 
be a joint project; in such a cli- 
mate all the free countries of the 
world must recognize the common 
objective of maintaining stable 
and convertible currencies. For 
monetary integrity is far from 
the least important support of 
economic and social progress. END 





As West Germany Views 
Our Gold Crisis 





(Continued from page 343) 


aware of the dollar’s importance 
as the international currency of 
the free world. Indeed, Germans 
and Europeans generally are 
perhaps more conscious of this 
vital function of the dollar than 
most of us here in the U.S.A. 
However, the Germans are by no 
means convinced that the present 
heavy outflow of gold is a perma- 
nent or even a long-term prob- 
lem. They are, perhaps wrongly, 
inclined to believe that it is a 
temporary phenomenon. In this, 
they have support from so emi- 
nent and impartial an authority 
as Mr. Per Jacobsson, head of the 





International Monetary Fund, 
who recently said that the out- 
flow of short-term money from 
this country might well be re- 


versed in the not two distant 
future. 
The Germans are optimistic 


about the long-range outlook for 
the American economy and _ be- 
lieve that future economic growth 
in this country will lure a lot of 
money back. Meanwhile the Ger- 
mans as well as many others feel 
that there are many measures 
which the U.S. could and should 
take to redress its balance of pay- 
ments, such as increasing its ex- 
ports, asking recipients of Amer- 
ican aid to spend the money for 
American goods, cutting down 
military “offshore”? purchases of 
non-American goods, review and 
possibly reduce tax incentives for 
American investments in highly 
developed countries, etc., ete. 
Some such measures have already 
been taken by President Eisen- 
hower’s government but the pos- 
sibilities are far from exhausted. 

One German financial writer 
pointed out that it was difficult 
to feel very deeply concerned 
about this country’s dollar out- 
flow after reading in the paper 
that a large American firm was 
permitted to offer about 355 mil- 
lion dollars in order to buy out 
the British minority shareholders 
of its British affiliate. Elsewhere 
in the world. people have long 
been accustomed to the applica- 
tion of exchange controls when- 
ever their government became 
worried about the balance of pay- 
ments. Not so many years ago, 
an Englishman going abroad as 
a tourist could take only ten 
pounds sterling with him. Such 
stringency is certainly not re- 
aquired now in order to deal with 
the American balance of pay- 
ments deficit. However, the Ger- 
mans feel that there is much 
more that we can do to help 
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ourselves. In short, the situation 
is minimized as being far from 
desperate, certainly not desperate 
enough to justify any kind of 


measure which would increase 
the burden on the German tax- 
payer in an election year. (Edi- 
tor’s Note—What about handling 
it the way Secretary Anderson 
suggested, which would not call 
for taxation.) 


And the Election Too 


For 1961 is a national election 
year in Germany. In September 
the German voters will decide 
whether or not Chancellor Aden- 
auer and his Christian Demo- 
crats shall continue to run the 
country. At the very moment 
when Secretary Anderson was 
presenting his demands to the 
Christian Democratic government 
in Bonn, the Social Democratic 
opposition party at its national 
convention in Hanover was se- 
lecting the man who, they hope, 
will be Chancellor Adenauer’s 
successor in office. Their choice 
was Willy Brandt, the dynamic 
mayor of West Berlin, the sworn 
enemy of tyranny in any form, 
be it Hitler’s or Khrushchev’s, 
the one-time refugee from the 
Third Reich, one-time fighter 
in the Norwegian underground 
against Nazi oppression. Willy 
Brandt could have taken his ease 
in Norway after the war but he 
chose to go back to the land of 
his birth to share the bitterness 
of defeat with his countrymen 
and erstwhile enemies. Ever 
since, he has been in the fore- 
front of the cold war against 
Moscow. Willy Brandt is as close 
to a national hero as the Germans 
can come today. 

Chancellor Adenauer is capable 
and experienced but he also is 84 
years old. Brandt at 46 is the 
most powerful opponent the So- 
cial Democrats could have picked 
—young, dynamic, determined, 
good looking and popular. 

A politician as experienced and 
as shrewd as Dr. Adenauer feared 
to start his campaign for a fourth 
term with anything that even re- 
motely suggests the possibility of 
higher taxes for any purpose. If 
at all possible, he promises lower 
taxes. This is the standard pat- 
tern for election year politics in 
all democratic countries and West 
Germany is no exception. Thus 
Minister of Economic Affairs Dr. 
Erhard on November 25th pub- 
licly promised that there would 
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be no tax hikes in 1961. He nev- 
ertheless acknowledged that the 
German Federal Republic felt a 
moral obligation to contribute to 
the stability of the American dol- 
lar. He indicated that Germany 
might repay some of her Ameri- 
can loans before they fall due so 
that the U.S. could thereby re- 
ceive 600 to 650 million dollars 
in the very near future. He also 
affirmed that the German govern- 
ment had already set aside about 
950 million dollars for aid to 
underdeveloped countries in 1961. 
He said further that in coming 
years, Marshall Plan counterpart 
funds (which at present are 
largely tied up in loans to Ger- 
man business) are to be freed 
for use as aid to underdeveloped 
countries. 


However, Dr. Erhard categor- 
ically assured the German people 
that none of the proposals which 
he had made to Secretary of the 
Treasury Anderson during the 
Bonn talks would cost the German 
taxpayer “one additional penny.” 
In the opposition camp, standard 
bearer Willy Brandt called on Ger- 
mans to roll up their sleeves and 
move forward shoulder to shoul- 
der with their friends throughout 
the world. He virtually endorsed 
the Adenauer government’s for- 
eign policy and announced that in 
matters of national defense his 
supreme guide would be loyalty to 
Germany’s treaties of alliance. It 
is evident that neither party 
wants foreign policy and defense 
policy to become election issues. 





Editor’s Note—What then are 
the Germans going to do about 
it? It is a situation they have to 
face, and I do not believe the 
United States is going to take 
kindly to the multitudinous ex- 
cuses for German failure to col- 
laborate with us in the dollar 
crisis. At no time in the history 
of the world has a country shown 
such generosity and interest in 
the welfare of a defeated nation 
as has the United States. And, 
knowing the German people, I 
cannot believe that the best of 
them will not see the justice of 
our cause and find a way to meet 
this country in friendship rather 
than antagonism, in spite of the 
short-sighted individuals who will 
find one pretext after another 
why they should not pay, and 1 
am referring to the American sol- 
dier as well as NATO, which is 
part and parcel of their entire 


defense system. What they do to 
meet the American request for 
friendly collaboration will be 
closely watched by Europe and 
the rest of the world, for it will 
be an indicator as to whether the 
resurgence of Germany means the 
old Germany or the new Demo- 
cratic Germany. 


For clarification — All sub- 
heads in this article are the 
Editor’s. END 





1961 Profits Outlook For 
Auto Industry 





(Continued from page 346) 


level of production, should show 
material improvement over the 
corresponding period a year ago, 
when the steel strike severely re- 
stricted operations, particularly 
for Chrysler and General Motors. 
Thus, for all of 1960, industry 
profits should exceed those re- 
corded in 1959 and are likely to 
be the best since the peak year 
of 1955. 


How the Individual Companies 
Will Compare 


The earnings gain for the in- 
dustry as a whole in 1960 will 
probably be accomplished by im- 
proved profits for only two com- 
panies — Chrysler and General 
Motors. 

Chrysler is expected to report 
1960 earnings in the area of $3.50 
per share, in marked contrast to 
the deficits of $0.62 and $3.88 
shown in 1959 and 1958 respec- 
tively. Results will still be well 
below those reached in most of 
the postwar years, however, when 
the company held a larger share 
of the total market. The company 
recently declared an extra divi- 
dend of $0.50 per share, bringing 
total 1960 payments to $1.50, up 
from $1.00 in 1959. Chrysler’s 
market penetration, aided by fa- 
vorable consumer acceptance of 
the Dodge Dart and the compact 
Valiant, will show the greatest 
improvement among the major 
producers. 

New model introductions sched- 
uled for 1961 include the Dodge 
Lancer, a luxury compact, and 
the Newport, a moderately-priced 
series of the Chrysler line. Recent 
management changes suggest the 
possibility of more aggressive ef- 
forts to regain lost markets. 

General Motors’ new compacts 
—Buick Special, Oldsmobile F-85 
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and Pontiac Tempest—have met 
with good success and sales of 
other models are at high levels. 
Earnings for 1960 are likely to 
approximate $3.40 per share, up 
from $3.05 in 1959 and the second 
best year in its history. No in- 
crease in the $2.00 annual divi- 
dend has been declared, however. 


American Motors earned $2.68 
per share in the fiscal year ended 
September 30, 1960, down from 
$3.37 in fiscal 1959 when the com- 
pany enjoyed the benefit of spe- 
cial tax credits during the first 
quarter. Other factors which 
caused adverse earnings compari- 
sons included extraordinary ex- 
pansion and overtime costs, high 
material costs resulting from the 
steel strike and extremely com- 
petitive conditions in the appli- 
ance business. Although sales in 
the current quarter may exceed 
the strike-depressed period a year 
ago, some of the markets gained 
in recent years from Chrysler, 
General Motors and Ford are 
likely to be lost in 1961 under the 
extremely competitive conditions 
in the compact car field. 


Ford Motor’s market penetra- 
tion has slipped somewhat this 
year as the successful entry of 
compacts Falcon and Comet has 
severely reduced the demand for 
its standard-size Ford and other 
models. However, earnings may 
reach $8.00 per share, making 
1960 the third best year on rec- 
ord and only slightly below the 
$8.23 earned in 1959. An extra 
dividend of $0.30 per share was 
declared in October, bringing 
total 1960 payments to $3.00, up 
from $2.80 in 1959. Although 
earnings for all of 1960 may not 
compare as favorably with 1959 
results as will those of Chrysler 
and General Motors, this is 
largely attributable to the com- 
pany’s sizable steel making facili- 
ties which permitted high profits 
in the strike-affected final quarter 
of 1959 when the others were se- 
verely restricted. 


Studebaker-Packard’s Lark has 
suffered a sharp loss in sales by 
reason of increased competition 
from other compact models. Prof- 
its, if any, will be negligible in 
1960. Automotive activities are 
believed to be in the red but 
profits of other operations ac- 
quired in recent years will act as 
an offset. The company’s primary 
attraction appears to lie in its 
sizable tax-loss carryover credits 
which make it a likely candidate 
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for merger. Also, Studebaker is 
contemplating production of an 
even smaller car. 


Outlook for 1961 


In view of the general soften- 
ing in business, reduced demand 
for appliances and a lower level 
of new home construction, it ap- 
pears unlikely that consumer 
purchases of new cars will con- 
tinue at recent high levels. Sur- 
veys of consumer intentions with 
respect to new auto purchases 
appear to bear this out. Automo- 
bile consumer credit has expanded 
sharply since 1958 and is at an 
unusually high level in relation 
to disposable income. Thus, many 
potential car buyers may né@t be 
in a position to consider purchase 
of another car until current in- 
debtedness is paid off. 

Softness in used car markets 
has been evident for some time 
and this makes it difficult for new 
car buyers to secure adequate 
trade-in allowances on their old 
cars. 

The possibility of lower demand 
for autos in 1961, coupled with 
high inventories of new cars, 
places the auto industry in a vul- 
nerable position, for it may have 
to adjust to a lower rate of sales 
and production cutbacks will be 
required to reduce inventories to 
more normal levels. 

Profit margins next year, while 
benefiting from absence of un- 
usual expenses in early 1960 fol- 
lowing the steel strike, will be ad- 
versely affected “by. recently in- 
creased labor costs. Moreover, ex- 
piration of a three-year wage pact 
next year will result in intensi- 
fied union efforts to obtain higher 
wages and benefits than formerly. 
This could resuit either in a strike 
or substantially higher labor 
costs for the auto companies. 

Under these circumstances 
auto company profits are likely to 
fall substantially in 1961. Under 
adverse industry conditions Gen- 
eral Motors has demonstrated the 
greatest resistance to downward 
earnings pressure and this may 
also hold true next year. END 





Domestic Oils As Investments 
Today 





(Continued from page 349) 


specific quotas for each six month 
period under a somewhat complex 
formula, in general the Depart- 
ment of the Interior tends to 


limit total imports to about 10% 
of domestic refinery throughput. 
Established primarily for the pur- 
pose of national security, and 
secondly to protect the domestic 
producing industry, the quotas 
are now demonstrating their ef- 
fectiveness in insulating U.S. oil 
industry to a sufficient extent to 
provide framework under which 
prorationing can once again be- 
come an effective stablizer of new 
supply. 

While the industry has ac- 
cepted the basic concept of im- 
port controls debate continues as 
to the precise method which 
should be used in determining 
the quotas for individual com- 
panies. At a hearing called by 
the Interior Department in late 
November, many proposals for a 
change in the formula under 
which quotes are allocated were 
proposed. 


Diversification Increasing 


Just what the outgrowth of 
these hearings will be is un- 
known, but it appears almost 
certain that some form of import 
restriction will be imposed for as 
far into the future as one can 
now see. The gap between the 
cost of finding and developing a 
barrel of oil in the United States 
and abroad continues to widen. 
Such costs in Free Foreign areas 
are believed to average between 
$0.50 and $0.70 per barrel, com- 
pared with a recent U.S. estimate 
by the Bureau of Mines of $3.38 
— or $0.41 per barrel greater 
than the prevailing market for 
crude. It is for this reason more 
than any other that almost every 
major traditionally domestic 
petroleum concern, has in recent 
years acquired foreign explora- 
tion rights. 

In addition to this diffusion cf 
geographical interests, the trend 
towards product diversification 
has gained momentum in recent 
years. 

Thus, Kerr-McGee is now one 
of the leading uranium pro- 
ducers, with Tidewater and Skelly 
also having U308 interests. Sig- 
nal Oil & Gas is the owner of a po- 
tato chip manufacturer, and last 
year Kern County Land purchased 
the Walker Manufacturing Com- 
pany, a maker of auto exhaust 
svstems, jacks, filters and over 
790 other items. Phillips Petro- 
leum is operating nuclear reactors 
for the government. More con- 
ventional approaches at arriving 
at a better product mix have cen- 
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tered around expansion of activi- 
ties closely related to petroleum 
production — natural gas, natural 
gas liquids and petrochemicals. 

Almost every integrated petro- 
leum concern of any size current- 
ly has at least some petrochemi- 
cal interests. Those to whom such 
activities are of greatest over- 
all importance include Cosden 
Petroleum (with petrochemicals 
currently accounting for about 
20% of sales), Phillips Petroleum 
(16% of sales), Shell Oil (12% 
of sales) and Atlantic Refining 
(10% of sales). Ashland Oil & 
Refining, Cities Service, Conti- 
nental Oil, Phillips Petroleum, 
Richfield, Shell, Signal Vil & Gas, 
Sinclair, Standard Oil (Indiana), 
Sun and Tidewater all have ad- 
ditiona] petrochemical facilities 
under construction and scheduled 
to come on stream during the 
next two years. 


Cost Cutting and Consolidation 


After years of seeing domestic 
demand increase at about 6% 
per annum, and then passing 
through a period of somewhat 
slower growth which oil men 
were convinced was only tem- 
porary, the industry has now 
come to recognize that petroleum 
demand over the foreseeable fu- 
ture will probably grow at a rate 
closer to 3% per annum. 

Existing facilities were planned 
many years ago, and accordingly 
are geared for a more dynamic 
rate of growth than now appears 
likely. The time has come to re- 
trench, to consolidate the expan- 
sion of the post-war years. 

Primary emphasis in this re- 
gard is being placed on direct 
cost-cutting. Operating costs are 
being reduced by cut-backs in ex- 
ploration, development drilling 
and the number of persons em- 
ployed. Lighter, cheaper, and 
more portable rigs are used; 
smaller seismic crews sent into 
the field. Geological information 
is more freely exchanged, wells 
more widely spaced and auto- 
mated equipment is becoming 
more commonplace. A_ greater 
amount of work is being con- 
tracted out to those able to do 
the job at a lower cost. 

Pure Oil has recently consoli- 
dated its exploration divisions, 
and Standard Oil (Indiana) has 
reorganized its marketing opera- 
tions. Shortly after the minority 
interest in Arkansas Fuel Oil is 
eliminated freeing Cities Service 
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from regulation under the Public 
Utility Holding Company Act, a 
vast internal realignment is ex- 
pected there also. The resultant 
efficiencies of these efforts have 
already begun to translate them- 
selves into improved earnings. A 
composite of thirty oil companies 
income statements reveals that a 
downward trend in pre-tax profit 
margins which had been almost 
constant since 1948 was finally 
arrested in 1959. Further im- 
provement seems likely in 1960. 

The changed state of the pe- 
troleum industry is not only 
bringing about numerous internal 
adjustments, but a number of 
mergers as well reflecting the 
view held by many managements 
that the greater the extent of a 
company’s integration, the better 
it will be able to cope with the 
conditions likely to be encounter- 
ed by the oil industry in the six- 
ties. Thus within the past year 
Woodley Petroleum has been ac- 
quired by Pure Oil; International 
Refineries, Western Oil and Fuel 
and several smaller concerns were 
purchased by Continental Oil; An- 
derson Prichard has sold _ its 
producing properties to Union 
Texas Natural Gas; Cities Ser- 
vice has arranged to acquire sub- 
stantial properties from Felmont, 
and Murphy Corporation has pur- 
chased Spur Oil and National 
Petroleum, two small retailers. 
This trend toward consolidation 
both internally and through mer- 
ger, appears likely to continue 
during the years immediately 
ahead, provided the attitude of 
the Justice Department remains 
relatively friendly toward acqui- 
sitions. 


Problems and Conclusion 

Domestic petroleum is thus an 
industry in transition. The re- 
quired adjustment has started to 
take place, and during the third 
quarter it was demonstrated that 
the oil business can still be a 
highly profitable one. Of course, 
many problems remain. A crisis 
is brewin in fuel oil. Most of 
the growth of the space heating 
market is being captured by nat- 
ural gas, and with the 4 million 
oil burners installed shortly after 
World War II now starting to 
wear out a further shift to nat- 
ural gas and electrical power ap- 
pe?rs likely. 

@ Gasoline demand will con- 
tinue to increase steadily, but its 
rate of growth will be retarded 
by the increasing share of the 


automotive market being captured 


by compact cars. Automotive 
lubricant consumption is declin- 
ing, giving way to self-lubricated 
bearings and sealed systems. A 
better balance between product 
supplies and consumption must 
still be accomplished, and over- 
zealous refiners must be educated 
in the wisdom of restraint. 


@ As indicated above, however, 
domestic petroleum is making 
strides toward getting its house 
in order. Though it will take 
many years for the completion of 
this process, it would appear that 
many equities of domestic petro- 
leum concerns have declined to 
unduly low levels which more 
than discount the changed climate 
of the industry. While oversupply 
will remain a component of the 
domestic oil picture for some time 
ahead, the following factors in- 
dicate the suitability of selective 
use of domestic petroleum equi- 
ties in the portfolios of long term 
investors: 

(1) Hydrocarbons, as the satis- 
fier of 65% of the nations 
energy requirements. are 
vital to the growing U. S. 
economy, and _ accordingly 
may reasonably he expected 
to participate in this growth. 
The problems of the industry 
are well known, and the 
market is already readjust- 
ing its appraisal of petroleum 
shares in reflection of this. 
Portfolio changes of leading 
investment trusts indicates a 
shift from the equities of the 
international petroleum com- 
p?nies to those of domestic 
oil concerns is underway. 
Since mid-June a group of 
thirty representative oil is- 
sues has outperformed the 
Dow-Jones Industrial Aver- 
age, giving further evidence 
that support levels have been 
reached. 

Many oil issues can now be 
purchased at 5 or 6 times 
indicated 1960 cash earnings 
and 9 to 13 times estimated 
earnings while the Dow- 
Jones Average is capitaliz- 
ing expected 1960 earnings 
at more than 17 times. 
Yields on oil issues in excess 
of 5% are available, com- 
pared with 3.5% afforded by 
the Dow-Jones Industrials. 
Oil company dividends in 
general are regarded as well- 
protected. 

(5) Some concerns considered as 


(3) 


(4) 
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Let The Forecast Help You Towards 


Greater Security - 


Ricur down the 115 point decline from January 
through September we advised an overall cash re- 
serve of 34%. We added no new stocks to our 66% 
invested position in 21 sound issues which showed 
huge ong-term profits (including recent market 
leaders such as American Chicle, Reynolds Tobac- 
co, Pacific G. & E. among others). 


Thus subscribers avoided heavy losses incurred by 
many investors who bought near the top—and 
have funds for new opportunities at the right 
price. 

And now — because we believe our Service will be 
most rewarding in the decisive period ahead, we 
invite your consideration of its strong advantages. 


Appraisal of Your Present Securities 


To help you to put your investment house in order 
looking to the period ahead—you may include 
with your subscription a list of the securities you 
own (12 at a time) for our personal report and ad- 
vice on—WHICH TO RETAIN—WHICH TO DIS- 
POSE OF—WHICH TO AVERAGE. /f you are 
disturbed regarding any issues in your list, be sure 
to get expert opinion BEFORE you decide to sell 
—or to hold. 


This extremely valuable consultation § service 
helped subscribers this year to save thousands of 
dollars by preventing hasty sale of sound issues 
while weeding out weaker stocks just before they 
declined 25%, 35% or more,..and is open to you 
without additional charge throughout your sub- 
scription... by first class, air mail, or telegraph 
collect. 


Our Selections of New Opportunities 


In coming issues of our private bulletin you will 
receive all our carefully selected and judiciously 
timed recommendations. We are now awaiting the 
right buying level for 3 special situations: 


Income - and Profit 


Underpriced Growth Stock — 20% under its 1959 
high despite a 35% increase in net profits in year 
ended March 1960. Company occupies unique posi- 
tion in fast growing civilian and military fields 
and continues successful research with important 
new device for our space program. 


Special Opportunity in Long Established Company 
for 544% yield plus appreciation—still in low 30's, 
this stock has not yet discounted the 38% increase 
in 1959 earnings, plus further gain in 1960. Com- 
pany is in important fields, soundly diversifying 
under imaginative management! 


Dynamic Defense-Space Stock— now in 20’s after 
stock split. Increased sales, dividend and 18% gain 
in first half net should spur appreciation. Com- 
pany holds substantial contracts and backlogs and 
just completed successful test of unique new craft. 


On every stock you buy on our bulletin advices— 
we tell you how long to hold—when to take profits 
—where and when to reinvest—when to keep cash. 


Each Weék Our Private Bulletin: 

®> Keeps you a step ahead on the market outlook, 
changes in defense spending, money rates, taxes 
and the trend of business at home and abroad... 
Firsthand reports from our capable Washington 
analyst interpret political and legislative action— 
most valuable with elections ahead. 

& Our comments and exclusive indexes of the 46 
industrial stock groups indicate which are rising 
strongly—those starting to advance to decline. 
& Our Unique Graph measuring strength vs. weak- 
ness in stocks signalled the 1957 decline, the 1958- 
59 recovery and the 1960 setback. 


Subscribe now to secure all the advantages of our 
original research, broad facilities, special sources 
of information—backed by our organization’s 53 
years of successful experience! We feel sure you 
will find our advice most rewarding. 





Special Bonne fer 








MAIL COUPON TODAY FOR SPECIAL BONUS OFFER 











of tbe Sees ce 


6 "Seavice $75 
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Complete Service will start as cuneate 


THE INVFSMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 
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© $75 for 6 month’ Service plus two weeks bonus 


[] $1.00 six months; 
one vear in U. S. and Canada. 
$7.80 six months: 


SPECIAL MAIL SERVICE ON BULLETINS 


OO $2.00 () Telegraph me collect your Forecast rec- 
ommendations .. . en to buy and 
when to sell . . . when to expand or con- 
tract my position. 




















soon as your remittance Name ............ 
reaches us — but annual en- Address 
rollments will date as official- City 

ly beginning one month later rete 


— semi-annual enrollments 
will date as starting two 
weeks later. 





Your subscription shall not be assigmed at 
any time without your coneent. 





List up to 12 of your securities for our ' 
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part of the petroleum group 
also have substantial inter- 
ests in the rapidly growing 
petrochemical, liquid petro- 
‘sum gas and natural gas 
ields. 

(6) Most petroleum equities are 
now selling at substantial 
discounts from indicated un- 
derlying values. END 





Appraising 1960 New-Comers 
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Exchange 
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semiconductor sales increased 
from $113.3 million in 1956 to 
an estimated $465 million in 
1960). Since 1956, Transitron in- 
creased its sales from $7.5 mil- 
lion to $47.8 million and earnings 
per share from 16 cents to $1.08 
for the year ended June 30, 1960. 
The profit margin before taxes in 
fiscal 1960 came to a substantial 
36%. However, for the first time 
the transistor business is begin- 
ning to have its problems. Sev- 
eral price cuts have been an- 
nounced. In addition the Japa- 
nese are now producing good 
quality transistors at consider- 
ably lower cost. Possibly feeling 
the need for diversification away 
from transistors, the company 
has made plans to acquire Ther- 
mo King, producer of transporta- 
tion equipment for refrigerated 
food products but this merger 
was delayed till after SEC reg- 
istration of a secondary offering. 
As mentioned previously one ad- 
vantage of getting a stock listed 
on the Exchange is that it be- 
comes easier to dispose of large 
blocks either through the ex- 
change or by secondaries with 
member firms. In mid November 
1960 the founders Leo and David 
Bakalar sold 1,250,000 shares 
from their holdings to secure net 
proceeds after underwriters’ ex- 
penses of some $41 million and 
reducing their interest in the 
company from 86.7% to an even 
70%. There is little doubt that 
earnings will be up again in 
fiscal 1961, but probably not by 
as much as originally thought. 
due to the price cutting. The 
stock in the mid 30’s is down 
from its June high of 60 and rep- 
resents a speculative stake in the 
future growth of the transistor, 
but the stock pays no dividend. 

END 
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What “Insider” Transactions . . . 
Reveal 





(Continued from page 334) 


his position by the sale of 2,500 
shares in August; in the light of 
the company’s phenomenal suc- 
cess this could be regarded as a 
cashing in of bets. 


@ Among industries as a whole, 
heavy selling on balance could be 
observed among aircraft and mis- 
siles, food chains, railroads, steel, 
textiles and tobacco. 


Some Purchases Buck the Trend 


Insider sentiment has not been 
entirely one-sided, however, and 
some substantial purchases have 
been made. These were most con- 
spicuous in the construction, con- 
tainer and machinery industries. 

@ Among specific issues, con- 
sistently heavy buying of Bald- 
win-Lima-Hamilton has been go- 
ing on on the part of Wertheim 
& Co., of which Milton Steinbach, 
a director is a member. Conspicu- 
ous purchases of Beech-Nut, con- 
trary to the industry trend, were 
made in August and September 
and 2,500 shares of Philco were 
picked up by the Employees’ 
Profit Sharing Plan in the latter 
month. Tennessee Corp. has found 
consistent favor with its own 
officers and directors in recent 
months, and likewise for U.S. 
Rubber. Petroleum industry re- 
sults are quite diverse, but the 
balance has been distinctly on the 
side of insider buying. Continuing 
heavy purchases of Union Oil of 
California by Phillips Petroleum 
are, however, omitted from our 
index. 

But on the whole, aside only 
from September findings, the re- 
cent insider sales data suggests 
positive misgivings on the part of 
corporate executives as to the 
outlook for their own companies. 
September results alone would 
seem to cancel out this indication. 
Conceivably this could mark a 
change in the trend. But Septem- 
ber’s sharp market drop must be 
recognized as a shock that may 
have caused the temporary post- 
ponement of plans that were then 
being formulated, and subsequent 
evidence must be awaited before 
it can be surmised that insider 
opinion has been revised. END 


The Trend Of Events 





(Continued from page 325) 


in filling these two important 
posts than pure political pay-off. 


» If McNamara should not get 
the Defense Post, other possibili- 
ties are Paul Nitze, Head of the 
State Department Policy-Plan- 
ning Staff under former Secreta- 
ry Dean Acheson, and Thomas S. 
Gates, Jr., the Republican now in 
the job. 


& Arthur J. Goldberg, Special 
Counsel to the AFL-CIO, is ex- 
pected to be Secretary of Labor, 
according to present word. He 
also has been mentioned at times 
as a possibility for Solicitor Gen- 
eral. 

Appointment of a top union 
figure such as Goldberg would 
cause controversy and probably 
lead to charges that unions “‘dom- 
inate” the new Administration. 
But Goldberg has an excellent. re- 
putation for objectivity and con- 
sultation and this might take 
some of the heat off the appoint- 
ment. 


& The job of Attorney Gen- 
eral may go to Denver Lawyer 
Byron White, a longtime Kennedy 
supporter, or Robert Kennedy, 
the president-elect’s brother. Rob- 
ert has been reluctant because he 
fears charges of nepotism. 


& The choice for Secretary of 
Agriculture apparently lies be- 
twen two men. They are George 
McGovern, 38, a Democratic Con- 
gressman from South Dakota, and 
Fred V. Heinkel, President for 
20 years of The Missouri Farm- 
ers’ Association. Heinkel seems 
the favorite right now. 

Although Kennedy has yet to 
pick the majority of his cabinet, 
it is clear from the choices al- 
ready made and those under con- 
sideration that it will be a rela- 
tively younger group. However, 
there is plenty of good hard ex- 
perience among those expected to 
make up the President’s official 
family. Much will depend, of 
course, upon the broad frame- 
work of policy which Kennedy 
outlines in all fields. Within that 
framework it appears that the 
executors of that policy will, with 
few if any exceptions, be well- 
balanced and competent men with 
solid accomplishments in the past 
to their credit. END 
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Now is a strategic time to study your 


Investment Progress 


Vow is the time to take a “hard look” at 
the progress of your investments — in light 
of the advance of 130% in the general 
market since September 1953 — the gain of 
40% since October 1957, and the 17% de- 
cline in the first 9 months of 1960. 

Some investors who test their lists hon- 
estly find that their results have been im- 
paired by holding securities for unsound 
reasons: 

.. because they are averse to taking profits 
which incur taxes, even on overpriced 
issues — 

.- because they dislike taking a loss even 
in weak stocks — 

.. because they are worried over finding 
replacements — and often because they 
procrastinate. 

If you are not fully satisfied with your 
investment progress, may we suggest that 
you consider the strong protection and ad- 
vantages of Investment Management Ser- 
vice, which has earned the renewal of 
practical minded clients for 10, 15, 20 years 
and longer. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth ... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1960 
prospects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








bi | investors with $40,000 or more we shall be glad to send full information on Invest- 
ment Management Service. Our annual fee is based on the current value of the securities 
and cash to be supervised—so if you will tell us the present worth of your holdings or list 
them for our evaluation—we shall quote an exact fee—and answer any questions as to 


how our counsel can benefit you. 








INVESTMENT 


MANAGEMENT SERVICE 


A division of THF MAGAZINE OF WALL STREET. A background of 53 years of service. 


120 WALL STREET 
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there’s more to Cities Service 
than meets the eye! 


It takes 523,451 men and women... far- 
reaching exploration teams, transportation 
systems, testing and research labs to produce 
the steel we use. America produces more than 
85 million net tons of steel each year to meet 
the demands of consumer and industry. Yet 
few of us ever think of all that goes into manu- 
facturing this “everyday” metal. 

And few of us pulling into the green-and- 
white Cities Service station to “fill her up” 
realize all that lies behind today’s quality gas- 
olenes. Cities Service uses a pipeline system 
that could circle the globe. We search five con- 
tinents for oil and maintain the most modern 
research laboratories and refineries. 

Cities Service has invested over a billion dol- 
lars in product improvement and development. 
The challenge of tomorrow re- 
quires even greater investment. 

Only in this way can America 
have what it needs for prog- 
ress—more jobs and more and 
better oil products. 





Tons of iron ore turned into 
molten pig iron and from this 
. steel. From research have 
come steels that can withstand 
the most intense heat and cold 
. Steels that will help man 
conquer space. 








